BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESSEE

March 12, 1999

IN RE: )
Petition of Network Plus, Inc. for a )
Certificate of Public Convenience and ) Docket No. 98-00581
Necessity to Provide Facilities-Based and )
Resold Local Exchange Telecommunications )

)

Services Throughout the State of Tennessee

ORDER GRANTING CERTIFICATE OF
CONVENIENCE AND NECESSITY

On February 9, 1999, this matter came before the Tennessee Regulatory Authority
("Authority"), upon the Petition of Network Plus, Inc. ("Network Plus") for a Certificate of‘
Public Convenience and Necessity to offer a full array of facilities-based and resold
telecommunications services within the State of Tennessee (the "Application"). The Application

was made pursuant to Tenn. Code Ann. § 65-4-201 et seq.

LEGAL STANDARD FOR GRANTING CCN

Network Plus’ Application was considered in light of the criteria for granting a certificate
of public convenience and necessity ("CCN") as set forth in applicable statutes. Tenn. Code Ann.
§ 65-4-201 provides, in part:

(a) No public utility shall establish or begin the construction of, or operate
any line, plant, or system, or route in or into a municipality or other territory
already receiving a like service from another public utility, or establish service
therein, without first having obtained from the authority, after written application
and hearing, a certificate that the present or future public convenience and
necessity require or will require such construction, establishment, and operation,




and no person or corporation not at the time a public utility shall commence the
construction of any plant, line, system or route to be operated as a public utility, or
the operation of which would constitute the same, or the owner or operator
thereof, a public utility as defined by law, without having first obtained, in like
manner, a similar certificate . . .

* %k %

(c) After notice to the incumbent local exchange telephone company and
other interested parties and following a hearing, the authority shall grant a
certificate of convenience and necessity to a competing telecommunications service
provider if after examining the evidence presented, the authority finds:

(1) The applicant has demonstrated that it will adhere to all applicable
commission policies, rules and orders; and

(2) The applicant possesses sufficient managerial, financial, and technical
abilities to provide the applied for services.

An authority order, including appropriate findings of fact and conclusions of law,
denying or approving, with or without modification, an application for certification
of a competing telecommunications service provider shall be entered no more than
sixty (60) days from the filing of the application.

(d) Subsection (c) is not applicable to areas served by an incumbent local
exchange telephone company with fewer than 100,000 total access lines in this
state unless such company voluntarily enters into an interconnection agreement
with a competing telecommunications service provider or unless such incumbent
local exchange telephone company applies for a certificate to provide

telecommunications services in an area outside its service area existing on June 6,
1995.

In addition, pursuant to Tenn. Code Ann. § 65-5-212, competing telecommunications
providers are required to file with the Authority (1) a plan containing the provider’s plan for
purchasing goods and services from small and minority-owned telecommunications businesses;

and (2) information on programs that might provide technical assistance to such businesses.




INTERVENORS

Public notice of the hearing in this matter was made by the Authority's Executive

Secretary, pursuant to Tenn. Code Ann. § 65-4-204. No interested parties sought intervention

prior to the hearing.

NETWORK PLUS’ HEARING

Network Plus’ Application was uncontested. At the hearing held on February 9, 1999,
Network Plus was represented by Mr. Henry Walker of Boult, Cummings, Conners & Berry,
PLC, 414 Union Street, Suite 1600, Post Office Box 198062, Nashville, Tennessee 37219, and by
Ms. Kathleen L. Greenan, Swidler & Berlin, 3000 K Street, N.W., Suite 300, Washington, D.C.
20007. Ms. Lisa Korner, Network Plus’ Director of Business Development, presented testimony
and was subject to examination by the Authority's Directors. Upon Network Plus’ conclusion of

the proof in its case, the Authority granted Network Plus’ Application based upon the following

findings of fact and conclusions of law:

L APPLICANT'S QUALIFICATIONS
1. Network Plus is a corporation organized under the laws of the Commonwealth of
Massachusetts on March 28, 1990. Network Plus is authorized to transact business in Tennessee.
2. The complete street address of Network Plus’ principal place of business is
234 Copeland Street, Quincy, Massachusetts 02169. The phone number is (617) 786-4000 and

fax number is (617) 786-8406. Network Plus’ counsel are Henry Walker, Esq., 414 Union Street,




Post Office Box 198062, Nashville, TN 37219, and Andrew D. Lipman and Kathleen L.
Greenan, Swidler & Berlin, 3000 K Street, N.W., Suite 300, Washington, D.C. 20007.

3. The Application and supporting documentary information existing in the record
indicate that Network Plus has the requisite technical and managerial qualifications necessary to
provide all forms of residential and business local exchange and exchange access
telecommunications services within the State of Tennessee on a facilities-based and resale basis.
Network Plus’ management and technical teams have extensive experience in the
telecommunications industry. Network Plus is currently authorized to provide intrastate
interexchange telecommunications services in 49 states and local exchange services in nine states.

4. Network Plus has the necessary capital and financial qualifications to provide the

services it proposes to offer.

5. Network Plus has represented that it will adhere to all applicable policies, rules

and orders of the Authority.

II. PROPOSED SERVICES

1. Network Plus intends to offer a full range of residential and business local
exchange and exchange access telecommunications services throughout the State of Tennessee.
Network Plus will offer these services on a facilities-based and resale basis.

2. Initially, Network Plus plans to offer these services in the existing service areas of
BellSouth Telecommunications, Inc.

3. Except as may be authorized by law, Network Plus does not intend to serve any

areas currently being served by an incumbent local telephone company with fewer than 100,000




total access lines where local exchange competition is prohibited pursuant to Tenn. Code Ann. §

65-4-201(d).

II.  PERMITTING COMPETITION TO SERVE THE PUBLIC CONVENIENCE AND
NECESSITY

1. Upon a review of the Application and the record in this matter, the Authority finds
that approval of Network Plus’ application would inure to the benefit of the present and future
public convenience by permitting competition in the telecommunications services markets in the
State and by fostering the development of an efficient technologically advanced statewide system
of telecommunications services.

IV.  SMALL AND MINORITY-OWNED TELECOMMUNICATIONS BUSINESS

PARTICIPATION PLAN & BUSINESS ASSISTANCE PROGRAM

1. Network Plus has filed a satisfactory  small and minority-owned
telecommunications business participation plan, pursuant to Tenn. Code Ann. § 65-5-212 and the
Authority's Rules.

2. Network Plus has acknowledged its obligation to contribute to the funding of the

small and minority-owned telecommunications business assistance program, as set forth in Tenn.

Code Ann. § 65-5-213.




IT IS THEREFORE ORDERED THAT:

1. The Application of Network Plus is approved as applied for;

2. Any party aggrieved with the Authority's decision in this matter has the right of
judicial review by filing a Petition for Review in the Tennessee Court of Appeals, Middle Section,

within sixty (60) days from and after the date of this Order.

H. Lynp Greer, Jr., Director

ara Kyle, Director

ATTEST:

LI sttt

K. David Waddell, Executive S\ecretary




TENNESSEE REGULATORY AUTHORITY

Melvin Malone, Chairman
Lynn Greer, Director
Sara Kyle, Director

460 James Robertson Parkway
Nashville, Tennessee 37243-0505

NOTICE OF HEARING

DOCKET: 98-00581
PETITIONER: NETWORK PLUS, INC .

PETITIONER’S ATTORNEY:  Kathleen L. Greenan

IN RE: Application of Network Plus, Inc. For a Certificate of
Public Convenience and Necessity to Provide Facilities-Based and
Resold Local Exchange Telecommunications Services Throughout
the State of Tennessee

DATE: February 4, 1999

Pursuant to T.C.A. § 65-4-201 et seq., the Authority has scheduled a Hearing in the above-captioned proceeding for Tuesday,
February 9, 1999, at 9:00AM in the Hearing Room on the Ground Floor at 460 James Robertson Parkway, Nashville, TN.

This Hearing will be conducted in accordance with the Tennessee Uniform Administrative Procedures Act, T.C.A. §4-5-101 et
seq. All parties are entitled to be represented by counsel. The Applicant shall file testimony and exhibits to support its
application and response to the Staff Data Request by February 2, 1999.

Any motion to change the date of this hearing must be made in writing, and filed with the office of the Executive Secretary of the
Authority, and directed to the Chairman of the Authority. Copies of the motion must be served on all parties.

Participants with disabilities who require special accommodations or alternate communications formats should contact the
Tennessee Regulatory Authority ADA-EEO/AA Coordinator/Officer, 460 James Robertson Parkway, Nashville, Tennessee
37243-0505, 1-800-342-8359 or TDD 741-3930 so that reasonable accommodations can be made.

Director Greer will be participating in the Hearing electronically.

FOR THE TENNESSEE REGULATORY AUTHORITY:

K. David Waddell, Executive Secretary

cc: Parties of Record
Interested Parties

Telephone (615) 741-2904, Toll-Free 1-800-342-8359, Facsimile (615) 741-5015
www.state.tn.us/tra




TENNESSEE REGULATORY AUTHORITY
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Kathleen L. Greenan

Application of Network Plus, Inc. For a Certificate of

Public Convenience and Necessity to Provide Facilities-Based and
Resold Local Exchange Telecommunications Services Throughout
the State of Tennessee

January 8, 1999

Pursuant to T.C.A. § 65-4-201 et seq.,

the Authority has scheduled a Hearing in the above-captioned proceeding for Tuesday,

February 9, 1999, at 9:00AM in the Hearing Room on the Ground Floor at 460 James Robertson Parkway, Nashville, TN.

This Hearing will be conducted in accordance with the Tennessee Uniform Administrative Procedures Act, T.C.A. §4-5-101 et
seq. All parties are entitled to be represented by counsel. The Applicant shall file testimony and exhibits to support its
application and response to the Staff Data Request by February 2, 1999.

Any motion to change the date of this hearing must be made in writing, and filed with the office of the Executive Secretary of the
Authority, and directed to the Chairman of the Authority. Copies of the motion must be served on all parties.

Participants with disabilities who require special accommodations or alternate communications formats should contact the
Tennessee Regulatory Authority ADA-EEQ/AA Coordinator/Officer, 460 James Robertson Parkway, Nashville, Tennessee
37243-0505, 1-800-342-8359 or TDD 741-3930 so that reasonable accommodations can be made.

FOR THE TENNESSEE REGULATORY AUTHORITY:

KXWtz

K. David Waddell, Executive Secretary

cc: Parties of Record
Interested Parties

Telephone (615) 741-2904, Toll-Free 1-800-342-8359, Facsimile (615) 741-5015

www.state.tn.us/tra




SWIDLER BERLIN SHEREFF FRIEDMAN, LLp

3000 K STREET, NW, SUITE 300

WASHINGTON, DC 20007-5116
TELEPHONE (202)424-7500

KATHLEEN L. GREENAN FACSIMILE (202) 424-7647 NEW YORK OFFICE
ATTORNEY WWW.SWIDLAW.COM 919 THIRD AVENUE
DIRECT DIAL (202) 945-6922 NEW YORK, NY 10022-9998
KLG@SWIDLAW.COM (212) 758-9500 FAX (212) 758-9526

November 19, 1998

VIA OVERNIGHT DELIVERY

K. David Waddell, Executive Director RE&E{L¥AEE)OFF
Tennessee Regulatory Authority EXEC. 8

460 James Robertson Parkway NOV 2 4 1998

Nashville, Tennessee 37243

RY AUTHORITY
Re: Network Plus, Inc. TN REGULATO

Docket No. 98-00581

Dear Mr. Waddell;

Enclosed for filing on behalf of Network Plus, Inc. ("Network Plus") are an original and
thirteen (13) copies of the pre-filed testimony of Lisa Korner, Director of New Market
Development of the applicant in the above-referenced proceeding.

Please date stamp the attached duplicate of this filing and return it in the enclosed self-

addressed stamped envelope. Should any questions arise concerning this filing, please do not
hesitate to contact me.

Respectfully submitted,

e L

Kathleen L. Greenan
Counsel for Network Plus, Inc.

Enclosure

cc: Lisa Korner

260583.1




STATE OF TENNESSEE
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DIRECT TESTIMONY OF LISA KORNER
on behalf of
NETWORK PLUS, INC.

PLEASE STATE YOUR NAME, TITLE AND CURRENT BUSINESS ADDRESS

FOR THE RECORD.

My name is Lisa Korner. I am Director of New Market Development of Network Plus, Inc.

(“Network Plus™), the Applicant in this proceeding. Network Plus currently provides long

distance, data and enhanced services to business and residential customers in Tennessee. By

this certification process, Network Plus seeks authority to expand its service offering in

Tennessee to include local exchange telecommunications services.

The current business headquarters of Network Plus is 234 Copeland Street, Quincy,
Massachusetts 02169, which initially will serve as the principal place of business for
Network Plus’ operations in Tennessee. Network Plus does not have corporate offices in
Tennessee at this time, but plans to open offices in Tennessee in connection with the
installation of its planned state-of-the-art switches in Tennessee.

WHAT ARE YOUR RESPONSIBILITIES AS DIRECTOR OF NEW MARKET

DEVELOPMENT?

A. As Director of New Market Development, I am responsible for market analysis,
strategic planning for market expansion, network development, regulatory affairs,
external affairs and community relations.

PLEASE BRIEFLY SUMMARIZE YOUR PROFESSIONAL EXPERIENCE.

I have more than nine years of experience in all aspects of local and long distance

telecommunications, including engineering, operations and management. Prior to joining
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Direct Testimony of Lisa Korner
Network Plus, Inc.

Page 2

Network Plus, I held various positions with Teleport Communications Group (“TCG”) from
1989 to 1998. In my most recent position with TCG as Sales Director, I was responsible for
all sales to general business customers in New York. During that time I also served as
Manager of the independent sales channel consisting of over 50 agents.

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THESE PROCEEDINGS?
The purpose of my testimony is to discuss and sponsor Network Plus’ Application, to
demonstrate the qualifications of Network Plus, and to explain why the Application should
be approved. My testimony, together with the information provided in the Application,
demonstrates that Network Plus possesses the technical, financial and managerial resources
and experience required to provide local exchange and exchange access service in Tennessee
and, therefore, that a certificate of convenience and necessity authorizing Network Plus to
provide such services should be granted.

ARE YOU FAMILIAR WITH THE APPLICATION THAT WAS SUBMITTED BY
NETWORK PLUS, INC. TO THE TENNESSEE REGULATORY AUTHORITY
("AUTHORITY") ON JULY 18, 1998 FOR A CERTIFICATE OF PUBLIC
CONVENIENCE AND NECESSITY TO PROVIDE LOCAL EXCHANGE
SERVICES (SUPPLEMENTED ON AUGUST 27, 1998, SEPTEMBER 4, 1998, AND
NOVEMBER 3,1998 TO PROVIDE ADDITIONAL INFORMATION REQUESTED
BY AUTHORITY STAFF)?

Yes, I am.
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Network Plus, Inc.

Page 3

Q.

DO YOU RATIFY AND CONFIRM THE STATEMENTS THAT ARE MADE IN
NETWORK PLUS’ APPLICATION AND SUPPLEMENTS THERETO?

Yes, I do.

PLEASE BRIEFLY DESCRIBE NETWORK PLUS’ APPLICATION.

Network Plus’ Application, which consists of six (6) pages, together with a verification page
and four exhibits, was filed on July 18, 1998. Supplements to the Application were
subsequently filed on August 27, 1998, September 4, 1998 and November 3, 1998 in
response to Staff’s request for additional information. The Application and supplements
thereto provide the Authority with the information requested in T.C.A. § 65-4-201. [ am
sponsoring through my direct testimony the introduction of the Application.

PLEASE DESCRIBE THE CORPORATE STRUCTURE AND OWNERSHIP OF
NETWORK PLUS.

Network Plus, a Massachusetts corporation, is a wholly owned subsidiary of Network Plus
Corp., a Delaware corporation. All of the outstanding common stock is owned equally by
the Company’s two stockholders, Robert T. Hale and Robert T. Hale, Jr., each an Officer and
Director of the Applicant.

WHAT SERVICES DOES NETWORK PLUS PROPOSE TO OFFER TO ITS
TENNESSEE CUSTOMERS?

In addition to the intrastate interexchange services currently offered by Network Plus to

Tennessee customers, Network Plus intends to make available local exchange and exchange
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Direct Testimony of Lisa Korner
Network Plus, Inc.

Page 4

access services, thereby offering a greater choice in services and making “one stop shop”
available to Tennessee residential and business customers. Network Plus’ local service in
Tennessee will be provisioned through either resale of the incumbent’s network, on Network
Plus’ own network, or a combination of both. Network Plus’ facilities-based network will
initially consist of a combination of its switching network and unbundled network elements
of the incumbent carrier and/or other facilities purchased from an alternative carrier. The
Company is still evaluating various network configurations, but expects to deploy a local
switching network some time after obtaining authority from the Tennessee Regulatory
Authority and executing an interconnection agreement with the incumbent local exchange
carrier.

WHENDOES NETWORK PLUS INTEND TO FILE A FINAL LOCAL EXCHANGE
TARIFF WITH PRICES FOR ITS PROPOSED LOCAL EXCHANGE SERVICES?
As the Authority is aware, there are a number of issues which must be negotiated with the
incumbent local exchange companies before Network Plus can file and implement a final
local exchange tariff containing service areas, service descriptions and rates. Network Plus
will file a final tariff with rates after successfully negotiating interconnection agreements

with the incumbent carriers and prior to initially offering local exchange and exchange access

service.
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Network Plus, Inc.

Page 5

Q.

PLEASE DESCRIBE THE GEOGRAPHIC AREA IN WHICH NETWORK PLUS
INTENDS TO OFFER LOCAL EXCHANGE AND EXCHANGE ACCESS SERVICE
IN TENNESSEE.

Network Plus is seeking authority to offer local exchange and exchange access throughout
the State of Tennessee, where allowed under state and federal law. At this time, we do not
intend to operate in the service area of any rural telephone company. Network Plus intends
to integrate local services into its current service offerings so that consumers have a greater
choice in their service provider for local services. By granting Network Plus authority, a
customer will be able to choose Network Plus’ local service separate or in conjunction with
any of the other telecommunications services provided by the Company.

WILL THE PROVISION OF LOCAL EXCHANGE AND EXCHANGE ACCESS
SERVICE BY NETWORK PLUS COMPLY WITH THE AUTHORITY’S
REQUIREMENTS?

Yes. Network Plus will comply with the rules, policies and statutes applicable to local
exchange providers or will request waivers where compliance would be burdensome and
unnecessary in the competitive marketplace.

HAS THE TENNESSEE REGULATORY AUTHORITY GRANTED NETWORK
PLUS AUTHORITY TO OPERATE AS AN INTEREXCHANGE

TELECOMMUNICATIONS SERVICE PROVIDER?
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A.

Yes. On September 12, 1995, the Regulatory Authority issued a Certificate of Convenience
and Necessity to Network Plus to operate as an interexchange telecommunications reseller
and/or an operator service provider for state-wide service in Tennessee.

WHAT SERVICES DOES NETWORK PLUS CURRENTLY OFFER TO
TENNESSEE CUSTOMERS?

Network Plus offers intrastate, intralLATA and interLATA interexchange toll service to both
residential and business customers throughout the State of Tennessee. Specifically, as
indicated in Network Plus’ tariff, it provides dedicated and switched telecommunications
service, operator-assisted calling services, travel service, and prepaid calling cards.
DOES NETWORK PLUS HAVE THE FINANCIAL RESOURCES NEEDED TO
PROVIDE THE PROPOSED LOCAL EXCHANGE SERVICES IN TENNESSEE?
Yes. Network Plus is capable of financing all of its proposed telecommunications operations
in Tennessee. Network Plus has demonstrated its ability to marshal the technical,
managerial, and financial resources necessary to carry out its business plan through its
successful operations throughout the United States.

Network Plus recently secured additional capital to fund its local exchange operations
in the Northeast and Southeast regions of the United States. Moreover, Network Plus’
investors are assuming any and all financial risk associated with this endeavor. The
company will have, no “captive” ratepayers who would be at risk if the company fell short

of meeting its financial projections. The company would be unable to raise rates in an effort
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to recoup any such shortfall because of the highly competitive nature of the market in which
it will operate.

THE FINANCIAL STATEMENTS THAT WERE FILED AS PART OF NETWORK
PLUS’ APPLICATION ON AUGUST 19,1998 WERE PREPARED ON DECEMBER
31, 1997. HAVE THERE BEEN ANY SIGNIFICANT DEVELOPMENTS THAT
AFFECT THE DATA PROVIDED IN THESE FINANCIAL STATEMENTS?

A: Yes. Earlier this year, Network Plus reached a substantial settlement with Tel-Save
Holdings, Inc. (“Tel-Save™) that resulted in the transfer of physical possession of 765,000
shares of Tel-Save common stock to Network Plus. Network Plus’ cash payments in
consideration for the stock were reflected on the December 31, 1997 financial statements,
but the value of the stock was not reflected because the physical transfer was being disputed
among the companies. Once the dispute was resolved and the shares were transferred to
Network Plus, the proper reimbursement and gain from the Tel-Save transaction was
allocated in revised 1997 financial statements that were faxed to the Commission on October
16, 1998. On November 3, 1998, Network Plus mailed to the Commission responses to
questions proffered by the TRA to Network Plus about the revised financial statements.
DOES NETWORK PLUS HAVE THE MANAGERIAL QUALIFICATIONS
NEEDED TO PROVIDE THE PROPOSED LOCAL EXCHANGE SERVICE IN

TENNESSEE?
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A.

Yes. As detailed in Exhibit 3 to the Application, the executive officers and directors of
Network Plus are proven experts in the organization, funding and operation of domestic and
internationally based telecommunications service companies. Each executive officer and/or
director provides Network Plus with a significant expertise in finance, management, sales,
business development, carrier relations, strategic planning and/or technical operations. These
areas of expertise, when combined, create a powerful, well-informed management team.
This team has been very successful in developing and provisioning telecommunications
services that meet the individual consumer’s needs. The executive team at Network Plus has
successfully developed and managed a competing telecommunications company that
currently serves more than 34,000 customers representing in excess of 150,000 access lines
and 30,000 toll-free numbers.

Network Plus has hired a highly-trained complement of manager-level employees to
assist the executive team in its strategic planning and deployment of local
telecommunications services. In addition to myself, Network Plus engaged Michael F.
Opyster and Joseph Haines.

-- Michael F. Oyster, President of the Local Services Division - Mr. Oyster has 22 years
of experience in the telecommunications industry, including local services, long
distance services, and voice and data equipment. Most recently, Mr. Oyster was the

Regional Vice President and General Manager of TCG in New York.




10

11

12

13

14

15

16

17

18

19

20

Direct Testimony of Lisa Korner
Network Plus, Inc.

Page 9

-- Joseph Haines, Vice President of Local Operations - Mr. Haines is responsible for
the design, engineering and implementation of the Company’s local service offering.
From 1992 to 1998, Mr. Haines held various positions with TCG, most recently as
Regional Vice President of Operations for TCG’s largest network. In that position,
Mr. Haines was responsible for constructing and deploying network transmission and
switching facilities. Mr. Haines developed and managed TCG’s national network
management center, supervising TCG’s network of switches and multiplexing
equipment.
IS NETWORK PLUS TECHNICALLY ABLE TO PROVIDE HIGH QUALITY
LOCAL EXCHANGE SERVICES IN TENNESSEE?
Yes. Network Plus has the technology and experience to provide service of the highest
quality to its customers in Tennessee. As indicated in the Application and supplement
thereto, Network Plus plans to deploy a state-of-the-art Class 5 local switch, and NEBS
compliant transmission gear in Tennessee in 1999. The Company is still evaluating various
network configurations, but expects to install equipment such as the Nortel DMS250 or
Lucent SESS, and either Nortel or Lucent OC48 systems. Network Plus’ transmission and
switching equipment will be engineered and equipped with redundancy and resiliency that
will ensure a 99.9% availability of service to all customers.
The Company is committed to the continued development and successful

implementation of an integrated provisioning, billing, collection and customer service system
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that provides accurate and timely information to its customers. To support the provisioning
of its services, the information platform being developed by the Company is designed to
deliver information and automated ordering and provisioning capability directly to the end
user as well as to the Company’s internal staff. To ensure accurate that customers receive
accurate, user-friendly bills, the Company maintains within its internal operational support
system all customer information, operational data, accounts receivable information, rating
rules and tables, and tax tables necessary for billing its customers. Network Plus recognizes
that it is entering into a competitive market. Without its commitment to quality and efficient,
reliable services, Network Plus would be unable to attract and retain customers.

DOES NETWORK PLUS HAVE A SMALL AND MINORITY-OWNED TELE-
COMMUNICATIONS BUSINESS PARTICIPATION PLAN, AS REQUIRED
PURSUANT TO T.C.A. § 65-5-212?

Yes, Network Plus submitted its Small and Minority-owned Telecommunications Business
Participation Plan to the Authority on August 27, 1998.

HAS NETWORK PLUS DESIGNATED A PLAN ADMINISTRATOR WHO WILL
BE RESPONSIBLE FOR ADMINISTERING NETWORK PLUS’ SMALL AND

MINORITY-OWNED TELECOMMUNICATIONS BUSINESS PARTICIPATION

PLAN?
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A.

Yes. I will administer Network Plus’ Small and Minority-Owned Telecommunications
Business Participation Plan. I may be reached at 1 World Trade Center, Suite 8121, New
York, New York 10048, (tel.) 212-775-0730.

IS APPROVAL OF NETWORK PLUS’ APPLICATION IN THE PUBLIC
INTEREST?

Yes. Both Congress and the Tennessee General Assembly have recognized that competition
in the local phone market is beneficial to Tennessee consumers. Competition will expand
customer choice and spur higher service quality as lower prices through increased innovation
and efficiency. Approval of Network Plus’ Application will provide Tennessee business and
residential consumers with a viable, high quality competitive alternative for local exchange
and exchange access service. Network Plus has positioned itself to enter the market as soon
as possible following the approval of its Application. It anticipates starting operations in the
first quarter of 1999.

In addition, Network Plus intends to be a Tennessee based company that will create
jobs both directly as it continues to employ personnel, and indirectly through its need for
Tennessee-supplied equipment and services.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

255633.2




TENNESSEE REGULATORY AUTHORITY

Melvin Malone, Chairman
Lynn Greer, Director

460 James Robertson Parkway
Sara Kyle, Director
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CANCELLATION OF NOTICE OF HEARING

DOCKET: 98-00581

PETITIONER: NETWORK PLUS, INC.

PETITIONER’S ATTORNEY: Kathleen L. Greenan

IN RE: Application of Network Plus, Inc. For a
Certificate of Public Convenience and
Necessity as a Competing
Telecommunications Service Provider

DATE: November 19, 1998

The Hearing in the above captioned proceeding scheduled for Tuesday, December 1, 1998 at
2:00PM, has been canceled. Petitioner waived the sixty day deadline which the Authority has to
decide its matter pursuant to T.C.A. § 65-4-201. The additional time will allow the Staff to gather

the additional information necessary to access the abilities of the petitioner to provide the requested
service.

FOR THE TENNESSEE REGULATORY AUTHORITY:
K. David Waddell, Executive Secretary

cc: Parties of Record

Telephone (615) 741-2904, Toll-Free 1-800-342-8359, Facsimile (615) 741-5015
www.state.tn.us/tra
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Re:  Application of Network Plus, Inc for a Certificate of Public Convenience
and Necessity as a Competing Telecommunications Service Provider
Docket No. 98-00581

Dear David:

I'have been asked to serve as local counsel for Network Plus in the above-captioned
CLEC application, now scheduled for hearing on December 1, 1998, at 2:00 p.m.

Network Plus requests that the hearing be postponed because the company’s sole
witness will be unavailable on that day. The applicant asks that this matter be rescheduled, at the
Authority’s convenience, anytime after the week of November 30 - December 4, 1998.

Network Plus has previously waived, and continues to waive, the statutory, sixty
day deadline applicable to CLEC applications. See T.C.A. § 65-4-201(c).

Call me at 252-2363 if you have any questions.

Very truly yours,

BOULT, CUMMINGS, CONNERS & BERRY, PLC

By:
Het y Walker
HW/njl
c: Kathleen Greenan, Esq.

0525585.01
100492-000 11/18/1998
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VIA OVERNIGHT DELIVERY

RN Shlt

David Waddell, Executive Director
Tennessee Regulatory Authority

460 James Robertson Parkway F g g th
: : o S /

Nashville, TN 37219

Re:  Docket No. 98-00581 -- Application of Network Plus, Inc. for Certification as a
Competitive Local Exchange Carrier

Dear Mr. Waddell:

On behalf of Network Plus, Inc. ("Network Plus" or "Company"), enclosed for filing in
the above-referenced docket is a copy of our letter dated November 5, 1998, by which we notified
the Authority that a newly formed holding company, Network Plus Corp., was established as the
parent of Network Plus ("Reorganization"). As more fully discussed in that letter, the
Reorganization was pro forma because it did not alter the ownership, control, management,
operations or services of Network Plus.

This filing is made for informational purposes to be associated with the above referenced
application of Network Plus for authority to provide competitive local exchange services. Because
the Reorganization was purely pro forma in nature, it did not and will not affect Network Plus’s
pending application. An original and thirteen (13) copies of this filing are enclosed. Please date
stamp the extra copy of this filing and return it in the self-addressed, postage paid envelope
provided.

[

. . Should inf‘-‘have anyquesfions, please do not hesitate to contact us.

,

Counsel for Network Plus, Inc.

Enclosure
cC: James J. Crowley, Esq. (w/o encl.)
258922.1



SWIDLER BERLIN SHEREFF FRIEDMAN, LLp

3000 K STREET, NW, SUITE 300

WASHINGTON, DC 20007-5116
TELEPHONE (202)424-7500
FACSIMILE
NEW YORK OFFICE
919 THIRD AVENUE
NEW YORK, NY 10022

November 5, 1998

VIA OVERNIGHT DELIVERY

David Waddell

Executive Director

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 37219

Re: Notification of Internal Reorganization of Network Plus, Inc.

Dear Mr. Waddell:

On behalf of Network Plus, Inc. ("Network Plus" or "Company"), this letter is to notify
the TRA of an internal reorganization of Network Plus. Network Plus is a nondominant carrier
authorized to provide resold intrastate interexchange telecommunications services in the State of
Tennessee. As described below, as a result of the reorganization, Network Plus Corp. ("NPC")
was established as a newly created parent company of Network Plus.

This letter is submitted for informational purposes to be included in the appropriate TRA
files. Please date stamp the enclosed extra copy of this letter and return it in the postage-paid
envelope provided.

By way of background, Network Plus is a Massachusetts corporation located at
234 Copeland Street, Quincy, Massachusetts 02169. Network Plus provides resold intrastate
interexchange services pursuant to authorization granted in Case No. 95-03033.

Prompted by important business and financial considerations, Network Plus undertook an
internal corporate reorganization ("Reorganization"), whereby NPC was established as its holding
company parent. NPC is a newly created Delaware holding company, which is also located at
234 Copeland Street, Quincy, Massachusetts 02169. NPC is owned by the same entities that
owned Network Plus prior to the reorganization and in proportions identical to these owners’ prior
respective interest in Network Plus. NPC does not provide telecommunications services and holds
no regulatory licenses from this or any other regulatory commission. Network Plus determined
that the parent holding company structure would permit the Company to realize managerial,
operational, and other corporate benefits that ultimately will accrue to the benefit of Network
Plus's customers.




Tennessee Regulatory Authuiity
November 5, 1998
Page 2

Although Network Plus has a new parent, the Reorganization did not alter the ultimate
ownership and control of Network Plus. Network Plus continues to be owned, controlled, and
managed by the same entities that owned, controlled, and managed the Company prior to the
Reorganization. The Reorganization, therefore, was entirely pro forma in nature and did not, in
any way, result in any change in the management, operations, or services provided to Network
Plus's customers. As such, the Reorganization was made in a seamless fashion that has been
virtually transparent to the customers of Network Plus in terms of the services that they receive.

As stated above, this letter is provided for informational purposes to be included in the

appropriate files. If there are any questions regarding this letter, please do not hesitate to contact
us.

Very truly yours,

lis A. Whitten
ace R. Chiu

Counsel for Network Plus, Inc.

cc: James J. Crowley, Esq.

258634.1
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TENNESSEE REGULATORY AUTHORITY

Melvin Malone, Chairman
Lynn Greer, Director

460 James Robertson Parkway
Sara Kyle, Director

Nashville, Tennessee 37243-0505

NOTICE OF HEARING

DOCKET: 98-00581

PETITIONER: NETWORK PLUS, INC.

PETITIONER'S ATTORNEY:  Kathleen L. Greenan

IN RE: plication of Network Plus, Inc. For a Certificate

of Public Convenience and Necessity as a Competing
Telecommunications Service Provider

DATE: November 6, 1998

Pursuant to T.C.A. § 65-4-201 et seq., the Authority has scheduled a Hearing in the above-captioned proceeding for Tuesday,
December 1, 1998, at 2:00PM, in the Hearing Room on the Ground Floor at 460 James Robertson Parkway, Nashville, TN.

This Hearing will be conducted in accordance with the Tennessee Uniform Administrative Procedures Act, T.C.A. §4-5-101 et
seq. All parties are entitled to be represented by counsel. The Applicant shall file testimony and exhibits to support its
application by November 20, 1998.

Any motion to change the date of this hearing must be made in writing, and filed with the office of the Executive Secretary of
the Authority, and directed to the Chairman of the Authority. Copies of the motion must be served on all parties.

Participants with disabilities who require special accommodations or altemate communications formats should contact the

Tennessee Regulatory Authority ADA-EEQ/AA Coordinator/Officer, 460 James Robertson Parkway, Nashville, Tennessee
37243-0505, 1-800-342-8359 or TDD 741-3930 so that reasonable accommodations can be made.

FOR THE TENNESSEE REGULATORY AUTHORITY:
K. David Waddell, Executive Secretary

cc: Parties of Record
Interested Parties

Telephone (615) 741-2904, Toll-Free 1-800-342-8359, Facsimile (615) 741-5015
Www state.tn.us/tra




SWIDLER BERLIN SHEREFF FRIEDMAN, LLP

3000 K STREET, NW;, SUITE 300 ‘;;" v i
WASHINGTON, DC 20007-5116 ™ © -

TELEPHONE (202) 424-7500 ‘
IR L\ P’\“\ '1_ 10 NEW YORK OFFICE

KATHLEEN L. GREENAN FACSIMILE (202) 424-7645 . ~ o 919 THIRD AVENUE
DiRecT DIAL (202) 945-6922 WWWSWIDLAWCOM  ~ L.t vt~ .= NEW YORK, NY 10022-9998
KLGREENAN@SWIDLAW.COM T \(212) %)5%9500 FAX (212) 758-9526
1 AR
November 03, 1998 .

VIA FACSIMILE & OVERNIGHT DELIVERY i |

Mr. David Waddell, Executive Secretary

Tennessee Regulatory Authority . ‘

460 James Robertson Parkway ? ﬁ

Nashville, TN 37243-0505 b b b

Re: Docket No. 98-00581; Application of Network Plus, Inc. for a Certificate of
Convenience and Necessity to Provide Facilities-Based and Resold Local
Exchange Telecommunications Services Throughout the State of Tennessee

Dear Mr. Waddell:

Onbehalf of Network Plus, Inc. (“Network Plus”), enclosed for filing in the above-referenced
docket are an original and thirteen (13) copies of Network Plus’ responses to Tennessee Regulatory
Authority Staff’s data requests dated October 20, 1998.

Please date-stamp the extra copy and return it to me in the enclosed self-addressed, stamped
envelope. Should you have any questions regarding the enclosed filing, please do not hesitate to

contact me.
Respectfully submitted,
Kathleen L. Greenan
Enclosure

cc: Mr. Darrell Whitis
James J. Crowley, Esq.
Mr. Steven L. Shapiro
Ms. Lisa Korner




Network Plus, Ihc.
Responses to TRA Data Requests dated October 20, 1998

Page 2

DATA REQUEST (3)

In the Statement of Operations and Retained Earnings for year ended December 31,
1997 submitted with the application, there was ending retained earnings deficit of
$5,904,363. In the Statement of Operations and Retained Earnings for year ended
December 31, 1997 that was faxed to the TRA on October 16, 1998, there was ended
retained earnings of $26,000. Explain what transactions transpired to change the
deficit to a positive.

As detailed in the answer to Data Request (1) above, the difference between the retained
earnings reported in the financial statements filed with Network Plus’ application, and those
faxed to the Authority on October 16, 1998 is due to the settlement of a contested transaction
between Network Plus and Tel-Save.

DATA REQUEST (4)

The parent company, Network Plus Corp, was not created until July 1998. The December
31, 1997 audited financials present the financials as if the capitalization of the Company was
done retroactively. In other words, the financials of the holding company would have only
two accounts: an investment in Network Plus, Inc. and an equally valued equity account.




Network Plus, Inc.
Responses to TRA Data Requests dated October 20, 1998
Page 1

DATA REQUEST (1)
Explain the reason for the difference in the financial statements included in the
application and those faxed to the TRA on October 16, 1998?

The financial statements filed with Network Plus’ application on August 19, 1998 were
unaudited and did not reflect a gain from an transaction that was being contested at the time
the financial statements were prepared. Following the filing of the application, the contested
issues were resolved by a settlement agreement and the financial statements were properly
revised to reflect the reimbursement and gain from the resolution of the transaction. The
transaction involved the exercise of warrants to purchase of shares of common stock of Tel-
Save Holdings, Inc. (“Tel-Save™) by Network Plus in 1995 and 1996. The agreement
between Network Plus and Tel-Save required the transfer of ownership of common stock
certificates from Tel-Save to Network Plus. In 1997, Network Plus made cash payments to
exercise all outstanding warrants. In total, payments for warrants in 1997 entitled Network
Plus to 765,000 shares of Tel-Save common stock, subject to the registration of the shares
by Tel-Save. The shares were registered with the SEC in November 1997, but common
stock certificates were not physically transferred to Network Plus.

In order to take physical possession of the Tel-Save common stock certificates, Network Plus
filed suit against Tel-Save in January 1998. As stated,. the outcome of the suit remained
uncertain at the time the financial statements that were filed with Network Plus’ application
were prepared. Subsequent to the filing of the Network Plus’ application, a settlement
agreement was signed under which Tel-Save returned money paid by Network Plus during
1997, and issued remaining shares to Network Plus. The proper reimbursement and gain
from the transaction was then properly allocated to the 1997 financial statements. The
financial statements faxed to the Tennessee Regulatory Authority on October 16, 1998 are
audited and reflect the change in the retained earnings due to the resolution of this suit.

DATA REQUEST (2)
Provide a detailed breakdown of the ‘Other income, net’, as reported on the Statement

of Operations and Retained Earnings for year ended December 31, 1997, which were
faxed to the TRA on October 16, 1998.

The category ‘Other income, net,’ as reported on the Statement of Operations and Retained
Earnings for year ended December 31, 1997 totals $3,917,000, including $3,837,000 related
to the Tel-Save transaction and miscellaneous other income gain on the sale of investments.
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SWIDLER BERLIN SHEREFF FRIEDMAN, 11p
: 3000 K STREET, NW| Sprre 300 .,
WASHINGTON, DC 200054116 |
TELEFHONE (0ZF £24.750¢ ~ ~ Y AUTH.

: B NEW YO FFICE
KATHLEEN L. GResiax FACSOMILE (202) 424-7645 55 mg.&u:
Direct Dial (202) 9456922 Mo Siaey] 3 PM 2 53 NEW YORK, NY 100229998
KLCREENAN@ SYIDLAW:COM Ju oLy (212) 758-950C rax (212) 758-9526
November 03,1998 ¢
EXL20id s ZZCRETARY

VIA FACSIMILE & OVERNIGHT DELIVERY

Mr. David Waddell, Executive Secretary
Tennessee Regulatory Authority

460 James Robertson Parkway
Nashville, TN 37243-0505

Re: Docket No. 98-005813 Application of Network Plus, Lac. for a Certificate of
Convenience and Necessity to Provide Facilities-Based and Resold Local
Exchauge Telecommunicativns Services Throughout the State of Teanessee

Dear Mr. Waddell:

On behaif of Network Pius, Inc. (“Network Plus™), enclosed for filinginthe above-referenced
docket are an original and thirteen (12) copies of Network Plus’ responses to Tennessee Regulatory
Authority Staff’s data requests dated October 20, 1998.

Please date-stamp the extra copy and return it to me in the enclosed self-addressed, stamped
envelope. Should you have any questions regarding the enclosad filing, please do net hesitate ‘o

contact me.
Respectfully submitted,
)
v /. )
Kathleen L.. Greenan
Enclosure

cc: Mr. Darrell Whitis
James J. Crowley, Esq.
Mr. Steven L. Shapiro
Ms. Lisa Korner
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Network Plus, Inc.
Responses to TR4 Data Requests dated October 20, 1998

Page ]

DATA REQUEST (1)

Explain the reason for the difference in the financial statements included jn the
application and those faxed to the TRA on October 16, 1998?

The financial statements filed with Network Plus’ application on August 19, 1598 were
unaudited and did not reflect a gain from an transaction that was being contested at the time
the financial statements were prepared. Following the filing of the application, the contested
issues were resolved by 2 settlement agreement and the financial statements were properly
revised to reflect the reimbursement and gain from the resolution of the transaction. The
transaction involved the exercise of warrants to purchase of shares of common stock of Tel-
Save Holdings, Inc. (“Tel-Save™) by Network Plus in 1995 and 1996. The agreement
between Network Plus and Tel-Save required the transfer of ownership of common stock
certificates from Tel-Save to Network Plus. In 1997, Network Plus made cash payments to
exercise all outstanding warrants. In total, payments for warrants in 1997 entitled Network
Plus to 765,000 shares of Tel-Save common stock, subject to the registration of the shares
by Tel-Save. The shares were registered with the SEC in November 1997, but common
stock certificates were not physically transferred to Network Plus.

In order to take physical possession of the Tel-Save common stock certificates, Network Plus
filed suit against Tel-Save in January 1998. As stated,. the outcome of the suit remained
uncertain at the time the financial statements that were filed with Network Plus’ application
were prepared. Subsequent to the filing of the Network Plus’ application, a settlement
agreement was signed under which Tel-Save returned money paid by Network Plus during
1997, and issued remaining shares to Network Plus. The proper reimbursement and gain
from the transaction was then properly allocated to the 1997 financial statements. The
financial statements faxed to the Tennessee Regulatory Authority on October 16, 1998 are
audited and reflect the change in the retained earnings due to the resolution of this suit.

DATA REQUEST (2)

Provide a detailed breakdown of the ‘Other income, net’, as reported on the Statement
of Operations and Retained Earnings for year ended December 31, 1997, which were
faxed to the TRA ou October 16, 1998.

The category ‘Other income, net,” as reported on the Stdtement of Operations and Retained
Earnings fer year ended December 31, 1997 totals $3,917,000, including $3,837,000 related
to the Tel-Save transaction and miscellaneous other income gain on the sale of investments.

374
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Network Plus, Inc.

Responses to TRA Data Requests dated October 20, 1998
Page 2

DATA REQUEST (3)

In the Statement of Operations and Retained Earnings for year ended December 31,
1997 submitted with the application, there was ending retained earnings deficit of
$5,904,363. In the Statement of Operations and Retained Earnings for year ended
December 31, 1997 that was faxed to the TRA on October 16, 1998, there was ended
retained earmings of $26,000. Expiain what transactions transpired to change the
deficit to a positive.

As detailed in the answer to Data Request (1) above, the difference between the retained
earnings reported in the financial statements filed with Network Plus’ application, and those
faxed to the Authority on October 16, 1998 is due to the settlement of a contested transaction
between Network Plus and Tel-Save.

DATA REQUEST (4)

The parent company, Network Plus Corp, was not created unti] J uly 1998. The December
31, 1997 audited financials present the financials as if the capitalization of the Company was
done retroactively. In other words, the financials of the holding company would have only
two accounts: an investment in Network Plus, Inc. and an equally valued equity account.

a/4
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OWILM ER BERLIN SHEREEF FRIE™ AN, LLp

3000 K STREET, NW, SUITE 300
WASHINGTON, DC 20007-5116
(202) 424-7500
(202) 424-7647 (elecopicr/fax#) - 2nd Floor
(202) 424-7643 (telecopier/fax#) - 3rd Floor
{202) 424-7645 (telecopier/fax#) - 4th Floor

FACSIMILE TRAN SMITTAL
Today's Date: November 2, 1998 Time;
TRANSMITTAL TO:
Individual: Darrell Whitis
Company Narme: Tennessee Regulatory Authority
Direct Phone #: 615-741-2904, ext. 132

Fax/Telecopier #: 615-741-2336

Total # of Pages: 4 __ (including cover page)

TRANSMITTAL FROM:
Individual: Kathleen L. Greenan
Direct Phone #: 202-424-6922
Attomey Code: 726
Billing Code: 5200.01
Message:

PLEASE DELIVER TO DARRELL WHITIS. THANK YOU.

If there is a problem with this transmission. it is important that you notify:

Name: Wendy Mills Phone #: 202-945-6927

THE INFORMAYION CONTAINED IN THIS COMMUNICATIONLS C ONFIDENTIAL, MAYBEATTORNE Y.CLIENT PRIVILEGED, MAY
CONSTITUTE INSIDE INFORMATION, AND IS INTENDED ONLY FOR THE USE OF THE ADDRESSEE. UNAUTHORIZED USE,
DISCLOSURE, OR COPYING IS STRICTLY PROHIBITED AND M ¥ BE UNLAWFUL IF YOU HAVE RECEIVED THIS
COMMUNICATION IN ERROR, PLEASE IMMEDIATELY NOTIFY US AT THE NUMBER LISTED DIRECTLY ABOVE. THANK You.

174



SWIDLER BERLIN SHEREFF FRIEDMAN, 11p

3000 K STREET, NW, SUITE 300 1~ - 1. s,
WASHINGTON, DC 20007;5116 |7 e
TELEPHONE (202)424-7500+ - &7 7o F LAk LUTH.

KATHLEEN L. GREENAN FACSIMILE (202) 424-7647 NEW YORK OFFICE
ATTORNEY WWW.SWIDLAW.CAOM QY 10T ~ 919 THIRD AVENUE
DIRECT DIAL (202) 945-6922 00T 29 PM 2 G, YORK, NY 10022-9998
KLG@SWIDLAW.COM (212) 758-9500 FAX (212) 758-9526
T
October 28, 1998~ - D CCRETARY

VIA FACSIMILE & OVERNIGHT DELIVERY

K. David Waddell

Executive Secretary P Sf /
Tennessee Regulatory Authority Z O O

460 James Robertson Parkway

Nashville, Tennessee 37243-0505

Dear Mr. Waddell:

On behalf of Network Plus, Inc. ("Network Plus"), the undersigned counsel respectfully
requests an extension of time in which to respond to the Tennessee Regulatory Authority ("TRA")
staff’s request for further information regarding Network Plus’ application to provide local exchange
services in Tennessee, which was filed on August 19, 1998.

In aletter dated October 20, 1998, the TRA staff requested that Network Plus provide certain
information on or before October 27, 1998, including a financial analysis of certain transactions and
a detailed breakdown of the Company’s other net income.

Network Plus has undertaken to prepare the requested information, but has not yet completed

gathering and preparing the requested data. Accordingly, Network Plus respectfully requests an
extension of time to respond to staff’s request.

Please date stamp the additional copy provided in the self-addressed stamped envelope. If
you have any questions, please do not hesitate to contact the undersigned.

Respectfully submitted,

\Xaﬂ%w

Kathleen L. Greenan

cc: Lisa Spivey (via facsimile)
Darrell Whitis (via facsimile)
James J. Crowley, Esq.
Lisa Korner
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SWIDLER BERLIN SHEREFF FRIEDMAN, Lip

3000 K STREET, NW, Suizs 300

WASHINGTONTDC0¢07-5116
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KATHLEEN L GREENAN FASSIMILE (202) 424-7647 New YORK OFFICE
ATTORNEY WWWLSWIBLAN.COM - - \ 1 1 919 THIRD AVENUE
DIRECT DiaL (202) 9456922 voo nrT 29 AN § 11 NEW YCRK, NY 10022-999§
YLG@SWIDLAW.COM ou U 1212) 758-9500 FAX (212) 758.9526

e
October 28, 1998 JRETARY
. ti"\l‘:, R I B

YIA FACSIMILE & OVERNIGHT DELIVERY 7 8 - O O 5 g/

K. David Waddell

Executive Secretary

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashwille, Tennessee 37243-0505

Dear Mr. Waddell:

On behalf of Network Plus, Inc. ("Network Plus™), the undersigned counsel respectfuily
requests an extension of time in which 10 respond to the Tennessee Regulatory Authority ("TRA")
staff’s request for further information regarding Network Plus’ application to provide local exchange
services in Tennesses, which was filed on August 19, 1998.

In a letter dated October 20, 1998, the TRA staff requested that Network Plus provide certain
information on or before October 27, 1998, including a financial analysis of certain transactions end
a detailed breakdown of the Company’s other net income.

Network Plus has undertaken to prepare the requested information, but has not yet completed
gathering and preparing the requested data. Accordingly, Network Plus respectfully requests an
extension of tune to respond to staff’s request.

Please date stamp the additional copy provided in the self-addressed stamped envelope. If
you have any questions, please do nct hesitate to contact the undersigned.

Respectfully submitted,
Kathleen L Greenan

ce! Lisa Spivey (via facsimile)
Darrell Whitis {via facsimile)
James J. Crowiey, Esq.
Lisa Korner

&z/ L
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SWID*“R BERLIN SHEREFF FRIED*“AN, LLp

3000 K STREET, NW, SUITE 300
WASHINGTON, DC 20007-5116
(202) 424-750C
(202) 424-7647 (tclecopier/faxk) - 2nd Floor
(202) 424-7643 (telecopiex/fax#) » 3rd Floor
(202) 424-764S5 (telecopier/fax¥) - 4th Floor

FACSIMILE TRANSMITTAL
Today's Date: October 28, 1998 Time:
TRANSMITTAL TO:
Individual; Darrell Whitis
Company Name: Tennessee Regulatory Authority
Direct Phone #: 615-741-2904, ext. 132
Fax/Telecopier #: 615-741-2336
Total # of Pages: (including cover page)
TRANSMITTAL FROM:
Individual: Kathleen L. Greenan
Direct Phone #: 202-424-6922
Attorney Code: 726
Billing Code: 5200.01
Message:

PLEASE DELIVER TO DARRELL WHITIS. THANK YOU.

If there is 2 problem with this transmission, it is important that you notify:

Name: Wendy Mills Phone #: 202-945-6927

THE INFORMATION CONTAINED IN THIS COMMUNICATIONIS CONFIDENTIAL, MAY BE ATYORNEY-CLIENT PRIVILEGED, MAY
CONSTITUTE INSIDE INFORMAYION, AND IS INTENDED ONLY FOR THE USE QF THE ADDRESSEE. UNAUYHORIZED USE,
DISCLOSURE, OR COPYING IS STRICTLY PROHIBITED AND MAY BE UNLAWFUL IF YOU HAVE RECEIVED THIS
COMMUNICATION IN ERROR, PLEASE IMMEDLATELY NOTIFY US AT THE NUMBER LISTED DIRECTLY ABOVE. THANK YOU.

172
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SWIDLER BERLIN SHEREFF FRIEDMAN, 11p

3000 K STEEET, NW, SUITE 300
WASHINCGTON, DC 20007-5116
TELEPHONE (202)424-7500

KATRIEEN L. GREENAN FACSVILE (302) 424-7647 New YORK OFFICE
ATTORNEY WY SWIDLAW . QOM 919 THIRD AVENUE
DIRECT DiAL (202) 9456922 NEW YORK, NY 10022.9998
KLO@SWIDLAW,.COM (212) 758-9500 Fax (212) 758-9526

October 28, 1998

VIA FACSIMILE & OVERNIGHT DELIVERY

K. David Waddell

Executive Secretary

Tennessee Regulatory Authority ? g - 0&5‘ 8 /
460 James Robertson Parkway

Nashville, Tennessee 37243-0505

Dear Mr. Waddell:

On behalf of Network Plus, Inc. ("Network Plus”), the undersigned counsel! respectfully
requests an extension of time in which to respond to the Tennessee Regulatory Authority ("TRA")
stafl’s request for further information regarding Network Plus” application to provide local exchange
services in Tennessee, which was filed on August 19, 1998,

In a letter dated October 20, 1998, the TRA staffrequested that Network Plus provide certain
information on or before October 27, 1998, including a financial analysis of certain transactions and
a detailed breakdown of the Company’s other net income.

Network Plus has undertaken to prepare the requested information, but has not yet completed
gathering and preparing the requested data. Accordingly, Network Plus respectfully requests an
extension of time to respond to staff’s request.

Please date stamp the additioral ccpy provided in the self-addressed stamped envelope. If
you have any questions, please do not hesitate to contact the undersigned.

Respectfully submitted,

x\ X%

Kathleen L. Greenan

ce: Lisa Spivey (via facsimile)
Darrell Whitis (via facsimtle)
James J. Crowley, Esq.
Lisa Komer
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SWIDLER BERLIN SHEREFF FRIEDMAN, LLp

3000 K STREET, NW, SUITE 300
WASHINGTON, DC 20007-5116
(202) 424-7500
(202) 424-7647 (telecopier/fax#) - 2nd Floor
(202} 424-7643 (telecopier/(ax#h) - 3rd Floor
(202) 424-7645 (telecopier/fax#) « 4tk Floor

FACSIMILE TRANSMITTAL
Today's Date: October 28, 1998 Time:
TRANSMITTAL TO:
Individual: Lisa Spivey
Company Name: Tennessee Regulatory Authority
Direct Phone #: 615-741-2904, ext. 192
Fax/Telecopier #:  615-741-2336
Total # of Pages: (including cover page)
TRANSMITTAL FROM:
Individual: Kathleen L. Greenan
Direct Phore #: 202-424-6922
Attorney Code: 726
Billing Code: 5200.01
Message:

PLEASE DELIVER TO LISA SPIVEY. THANK YOU.

If there is a problem with this transmission, it is imnportant that you notify:

Name: Wendy Mills Phone #: 202-945-6927

THE INFORMATION CONTAINED IN THIS COMMUNICATIONIS CONFIDENTIAL, MAY BEATTORNEY-CLIENT PRIVILEGED, MAY
CONSTITUTE INSIDE INFORMAYION, AND IS INTENDED ONLY FOR THE USE OF THE ADDRESSEE. UNAUTHORIZED USE,
DISCLOSURE, OR COPYING IS STRICTLY PROHIBITED AND MAY BE UNLAWFUL. IF YOU HAVE RECEIVED THIS
COMMUNICATION IN ERROR, PLEASE IMMEDIATELY NOTIFY US AT THE NUMBER LISTED DIRECTLY ABOVE. THANK YOU.
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3000 K STREET, NW/, SUITE 300
WASHINGTON, DC 20007-5018C "~ 7!

TELEPHONE (024247500 =~/ > 17 {3
JASON C. HOSKINS, SR. FACSIMILE (202) 424 A G TN Lo e .
LEGAL ASSISTANT 4 NEW YORK OFFICE
DIRECT DIAL (202) 945-6928 rqo 2721 P2 5L 919 THIRD AVENUE
JCHOSKINS@SWIDLAW.COM Ju vl b NEW YORK, NY 10022
October 19, 1998 Sy
EXACCU L L = FRRGe FERR

VIA Overnight Mail

K. David Waddell

Executive Secretary

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 37243

Re:  Notice of Filing for Network Plus. Inc. Dkt. No. 98-00581

Dear Mr. Waddell:

In support of Network Plus’ application for Certificate of Convenience and Necessity to
provide local exchange telecommunication services throughout the state of Tennessee, enclosed
is the Notice of Service sent to other LECs in Tennessee. We initially faxed copies to Mr. Darrell
Whitis on September 23 per his request. We now wish to formally file Network Plus’ notice.

Also enclosed, is an additional copy of the filing, which is to be date stamped and
returned to us for our records. Please contact Kathleen Greenan (Counsel for Network Plus) if
you have any questions regarding this matter.

Sincerely,

Jason C. HoSkins, Sr.




SWIDLER BERLIN SHEREFF FRIEDMAN, 11p

3000 K STREET, NW, SUITE 300

WASHINGTON, DC 20007-5116
TELEPHONE (202)424-7500
FACSIMILE (202) 424-7645 NEW YORK OFFICE
WWW.SWIDLAW.COM 919 THIRD AVENUE
NEW YORK, NY 10022-9998
(212) 758-9500 FAX (212) 758-9526

VIA FIRST CLASS MAIL
TO: Carriers Operating in the State of Tennessee
FROM: Kathleen Greenan

Counsel for Network Plus, Inc.

DATE: September 22, 1998
RE: Application of Network Plus for a Certificate of Convenience and Necessity to
Provide Local Exchange Telecommunications Services Throughout the State of
Tennessee
NOTICE OF FILING

This is to notify you that the above-referenced telecommunications application was filed
with the Tennessee Regulatory Authority on August 19, 1998. A copy of the application may be

obtained from the Authority.




CERTIFICATE OF SERVICE

I, Kathleen L. Greenan, do hereby certify that a copy of the foregoing notice was served

via first class U.S. Mail on the parties listed below on this 22nd day of September 1998.

BellSouth Telecommunications, Inc.
Guy M. Hicks, General Counsel

333 Commerce Street

Nashville, TN 37201-3300

Sprint-United

Steve Parrott
Director-Regulatory Affairs
United Telephone-Southeast, Inc.
14111 Capital Boulevard

Wake Forrest, NC 27587-5900

Levoy Knowles, General Manager
Ben Lomand Rural Telephone Coop.
P.O. Box 670

McMinnville, TN 37110-0670
(931) 668-4132

Greg L. Anderson, General Manager
Bledsoe Telephone Coop.

P.O. Box 609

Pikeville, TN 37367-0609

Wayne Gassaway, General Manager
DeKalb Telephone Coop.

P.O. Box 247

Alexandria, TN 37012-0247

Fred L. Terry, General Manager
Highland Telephone Coop.
P.O.Box 119

Sunbright, TN 37872

F. Thomas Rowland, General Manager

North Central Telephone Coop.
P.O.Box 70
Lafayette, TN 37083-0070

Citizens Telecommunications Company
of Tennessee

Citizens Telecommunications Company
of the Volunteer State

Mike Swatts

State Regulatory Director, South

P.O.Box 770

300 Bland Street

Bluefield, WV 24701

Hobart G. Davis, General Manager
Skyline Telephone Membership Corp.
P.O. Box 759

West Jefferson, NC 28694-0759

Twin Lakes Telephone Coop.
P.O. Box 67
Gainesboro, TN 38562

West Kentucky Rural Telephone Coop.
P.O. Box 649
Mayfield, KY 42066-0649

Yorkville Telephone Coop.
P.O.Box 8
Yorkville, TN 38389

American Communications Services, Inc.
131 National Business Parkway, Suite 100
Annapolis Junction, MD 20701

ATS of Tennessee, Inc.
3915 Mendenhall Road South
Memphis, TN 38115

AT&T
511 Union Street, Suite 1010
Nashville, TN 37219




Brooks Fiber Communications
of TN, Inc.

800 South Gay Street

Suite 1800

Knoxville, TN 37924

BTI Communications, Inc.
4200 Six Forks Road

P.O. Box 150002

Raleigh, NC 27624

Comm. Depot, Inc.
889 Bendik Drive
Jackson, TN 38301

DeltaCom, Inc.
P.O. Box 1233
Arab, AL 35016

GTE Communications Corp.
1200 Walnut Hill Lane
Irving, TX 75038

Hyperion of TN, Inc.

222 Second Avenue North
Washington Square-Suite 422
Nashville, TN 37219

ICG Telecom Group, Inc.

2100 West End Avenue, Suite 620

Nashville, TN 37203

Intermedia Communications
3625 Queen Palm Drive
Tampa, FL 33619-1309

LCI International Telecom Corp.
8180 Greensboro Drive, Suite 800

McLean, VA 22102

MCI Telecommunications Corp.
780 Johnston Ferry Road, Ste 700
Atlanta, GA 30342

MFS Communications Company, Inc.
One Tower Lane, Suite 1600
Oakbrooke Terrace, IL 60181

New South Communications, LLC
355 Woodruff Road
Greenville, SC 29607

NEXTLINK Tennessee
105 Molloy Street, Suite 300
Nashville, TN 37201

SouthEast Telephone LTD
317 Main Street, 4" Floor
Pikeville, KY 41501

Sprint Communications Company
3100 Cumberland Circle
Mailstop: GAATLNO0802

Atlanta, GA 30339

TCG MidSouth

49 Music Square West
Suite 200

Nashville, TN 37203

Teligent, Inc.
8065 Leesburg Pike, Suite 400
Vienna, VA 22182

Time Warner
P.O. Box 210706
Nashville, TN 37221

US LEC of Tennessee
212 Tryon Street, Suite 1540
Charlotte, NC 228281




Logix Communications Corporation
13429 N. Broadway Extension, Suite 200
Oklahoma City, OK 73114

MFS Intelnet of Tennessee, Inc.
515 East Amite Street, 4™ Floor
Jackson, MS 39201

WorldCom Technologies (LDDS)

Claire Daily, Director Legislative &
Regulatory Affairs

201 Energy Parkway, Suite 200

Lafayette, LA 70508

US West Interprise America, Inc.
1999 Broadway, Suite 700
Denver, CO 80202

WinStar Communications of TN, Inc.
7799 Leesburg Pike

Suite 401 South

Tyson’s Corner, VA 22043

ﬂ{n/%—.—\)

Kathleen L. Gr?@/
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October 20, 1998 EXTOUTIVS T4

S
i
el

Kathleen Greenan, Esq.
Swidler & Berlin, Chartered
3000 K Street, N.-W., Suite 300

Wasingion B.C. 20007 C}% e 68 \

RE: NETWORK PLUS, INC.
Dear Ms. Greenan:

In order to assist the Staff in our review of the CLEC application of Network Plus, Inc., please provide
responses to the following inquiries by October 27, 1998.

1. Explain the reason for the differences in the financial statements included in the application and those
faxed to the TRA on October 16, 1998.

2. Provide a detailed breakdown of the ‘Other income, net’, as reported on the Statements of Operations
and Retained Earnings for year ended December 31, 1997, which were faxed to the TRA on October
16, 1998.

3. In the Statements of Operations and Retained Earnings for year ended December 31, 1997 submitted
with the application, there was ending retained earnings deficit of $5,904,363. In the Statements of
Operations and Retained Eamings for year ended December 31, 1997 that was faxed to the TRA on
October 16, 1998, there was ending retained earnings of $26,000. Explain what transactions transpired
to change the deficit to a positive.

4. Provide a copy of the financial statements for Network Plus, Inc.’s parent company, Network Plus,
Corp.

If you have any questions regarding this request, please contact Lisa Spivey at (615) 741-2904 ext. 192.
Thank you for your consideration in this matter.

Sincerely,

KN Aetetf

David Waddell
Executive Secretary

c: Docket file

Telephone (613) 741-2904, Toll-Free 1-800-342-8359. Facsimile (615) 741-5015
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CANCELLATION OF NOTIGE O HEARING ey

DOCKET: 98-00581
PETITIONER NETWORK PLUS, INC.

PETITIONER’S ATTORNEY:  Kathleen L. Greenan
IN RE: Application of Network Plus, Inc. For a Certificate of
Public Convenience and Necessity as a Competing

Telecommunications Service Provider

DATE: October 20, 1998

The Hearing in the above-captioned proceeding scheduled for October 27, 1998, has been
canceled. Petitioner waived the sixty day deadline which the Authority has to decide this matter
pursuant to T.C.A. §65-4-201. The additional time will allow the Staff to gather the additional
information necessary to access the abilities of the petitioner to provide the requested service.

FOR THE TENNESSEE REGULATORY AUTHORITY:

=

K. David Waddell, Executive Secretary

cc. Parties of Record

Telephone (615) 741-2904, Toll-Free 1-800-342-8359, Facsimile (615) 741-5015




OCT-16-88 12:22 FROM: SWIDLER BERLIN SHEREFF FR ID: 2024247845

Today's Date:

Individual:

SWIL :R BERLIN SHEREFF FRIEL (AN, LLP

3000 K STREET, NW, SUITE 300
WASHINGTON, DC 20007-5116
(202} 424-7500 e ey
(202 423-7647 (telecopier/faxk) - 2nd F!w 4
(202) 4247643 (clocopicr/faxmp-3d Flgor- -« . ... .,
(202) 424-7645 (telecopier/fax#)’- 8t Fldof - ‘ :
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ISR
FACSIMILE TRANSI\{ITTiL i 2_ ° Q &-0058|
October 16, 1998 CXECUTH Lyt AR
TRANSMITTAL TO:
Darrell Whitis

Company Name: Tennessee Regulatory Authority

Direct Phone #:

615-741-2904, ext. 132

FawTelecopier#  615-741-2336

Total # of Pages: (including cover page)
TRANSMITTAL FROM:
Individual: Kathleen L. Greenan
Direct Phone #: 202-424-6922
Attorney Code:
Billing Code: 5200.01
Message:
Darreil:

Sincerely,
Kathleen

As discussed, please see the attached financials for Network Plus. 1am in the process of
trying to gather more information that may be helpful to you. Therefore, I may be sending
you additional materials. Please contact me if vou have any questions.

[£ there is a problem with this transmission, it is important that you notify:

Name: Wendy Mills Phone #: 202-945-6927

THE INFORMATION CONYAINED IN THIS COMMYUNICATION IS CONFIDENTIAL, MAY BEATTORNEY-CLIENT PRIVILEGED, MAY
CONSTITUTE INSIDE INFORMATION, AND IS INTENDED ONLY FOR THE USE OF THE ADDRESSEE. UNAUTHORIZED USE,
COPYING IS STRICTLY PROHIBITED AND MAY BE UNLAWFUL IF YOU HAVE RECEIVED THIS
COMMUNICATION IN ERROR, PLEASE IMMEDIATELY NOTIFY US AT THE NUMBER LISTED DIRECTLY ABOVE. THANK YQU.

DISCLOSURE, OR
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NETWORK PLUS, INC.
FINANCIAL STATEMENTS

INDEX TO FINANCIAL STATEMENTS

Page
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Balance Sheets as of December 31,1997and 1996 ......... ..o e F3
Statements of Operations and Retained Eamnng> for the Years Ended December 31,
1997, 1696 and 1395 . ... ..t v e e F-4
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Notes to Financial Statements ............... e e r-6
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Balance Sheets as of June 30, 1898 and Decermber 31, 1897 ... F.15
Statements of Operations and Retained Eamnings for the Three Months and
Six Months Ended June 30,1998 and 1997 ... ... vt F-16
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Notes to Unaudited interim Financial Statements . ...........coovevoineooes F-18
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and
Stockholiders of Network Plus Com.:

In our opinion, the accompanying balance sheets and the refated statements of operations and
retained earnings .and of cash flows present fairly, in all material respects, the financial position of
Network Plus, Inc., a whelly owned subsidiary of Network Plus Corp., at December 31, 1997 and
1896, and the resuls of its operations and its cash flows for each of the three years in the period
ended December 31, 1997, in conformity with generally accepted accounting principles. These
financial statements are the responsibility of the Company’s management; our responsibility is to
express an opmion on these financial statements based on our audits. We conducted our audits of
these statements in accordance with generally acocepted auditing standards which require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstaternent. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, and evaiuating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for the opinion expressed
above.

PricewaterhouseCoopers LLP

Boston, Massachusetts

June 24, 1998, except for the information in

Notes 12 and 15, for which the dates are

July 15, 1998 and September 3, 1998, respectively

3722
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OCT-168-98 12:24 FROM:SWIDLER EERLIN SHEREFF FR

< !

NETWOCRK PLUS, INC.
BALANCE SHEETS
(in thousands, except share and per share data)

December 31,
1997 1986
ASSETS
CURRENT ASSETS
Cash and cash equivalents . ... $ 1,502 $ 2,241
Accounts receivable, net of allowance for doubtful accounts of $92¢

and 9850, respectively ...~ T SO e oreR0 16,927 14,974
Marketable secunties .......... ... . e 65 62
VESTMeNts ... 9,500 2,003
Prepaidexpenses......A...,"..y.,, ............................... 4185 308
Other current assets ... ........ ... U A g3

Total currentassets........ ... . e 28,521 19,771
PROPERTY AND EQUIPMENT, NET . ... . e . 6,957 3,075
OTHERASSETS............... ... .~ e 103 83

TOTALASSETS ... $35.581 $22,915

LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT UABILITIES
Accounts payable.............._........ ... $17.445  $14,023
Accrued tiabilites ................ ... " e 2,245 1,934
Revolving line of credt ... ... e e 4,510 2.000
Notes payable to stockholders . .. . . R 1,755 —
Current portion of debt and capital lease opligations.. ... . . e 5,694 193

Total current Yiabilities ... .. ... ... e 31,649 18,15C
LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS ..... ... . 3,628 664
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY

Common stock, $.01 par value, 20,000,000 shares authorized,

10,000,000 shares 1ssued and outstanding............ . 100 100
Additiona!paid-incapita!._.....,,.......‘V..,....... ................ 183 183
Retained eamings ... e 26 3.818

Total stockhoiders’ GQULY .. 309 4,101

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY . ..., ... . 335,581 $22,915

The accompanying notes are an integral part of the financiai statements.

F-3
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OCT-168-98 12:24 FROM:SWIDLER BERLIN SHEREFF FR ID:20242476465 PAGE

NETWORK PLUS, iNC.
STATEMENTS OF OPERATIONS AND RETAINED EARNINGS
(in thousands, except share and per share data)

Year Ended December 31,

1997 1998 1995
Revenue . ..........c...... .. oo § 98208 $ 75138 $ 49,024
Direct costofrevenue ... . ... ... .... ... ... ... 78,106 57,208 35,065
Grossprofit ... ... 20,103 17.927 13,959
Operating expenses
Selling, general and administrative expenses ...... .. 25,704 19,280 17,697
Depreciation and amortization........... .. ... ... .. 994 533 276
26,698 19,763 17,978
Operating 0SS . .. .................... i (6,595) (1.836) {4,014)
Other income (expense)
Interest and dividend income . ... ... ... ... e 86 95 202
Otherincome,net............ ... ... ..... . .. 3,917 3529 7,859
Interestexpense .................... ... ... ... {557) (313} (40}
3.446 3.311 8.021
Income (loss) before state income taxes ............ (3,149) 1,475 4,007
Provision for state income taxes ........ .. ... ..... 42 60 312
Net mcome (loss) ....... ... e e o 8 (3191) 0§ 1415 8 3695
Retained earnings, beginning . ... ........... ... 3,818 3,639 1.834
Distributions to stockholders ... .................. . (601) (1,237) {1,890)
Retained eamings, ending ........................ .. $ 26 $ 3818 3 363¢
e —. S — e e——
Net income (loss) per share — basic and diiuted. . ... $ (32) § 14 9 37
Weighted average shares outstanding .. ............. 10,000,000 10,000,000 10,000,000

The accompanying notes are an integral part of the financial statements.

F4
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OCT-16-98 12:25 FROM:SWIDLER BERLIN SHYEREFF FR ID:-202424784% PAGE Br22

NETWORK PLUS, INC.
STATEMENTS OF CASH FLOWS
(in thousands)

Year Ended December 31,
1987 1996 1995

Cash flows from operating activities:
Netincome (10SS) .. ... . . . i $(3.191) § 1,415 S 3,693
Adjustments to reconcile net income 0 net cash provided by
(used for) operating activities:

Depreciation and amortization ........................... 994 533 276
Provision for losses on accounts receavable .............. 4,104 1,102 887
Amortization of AT&T credits .. ... .. . ciiiiiivnnnn.. — (1,810) (2.436)
Exercise of Tel-Save common stock warrants received as
consideration ....... . ... .. (3,570) {2,800) —
Valuation of Tel-Save comm0n $10Ck warrants receiveg as
CONSIBETAHON ..o i i e e (3,837) {2,083) —
Proceeds from sale of Tel-Save common steek ........... —_ 4,167 N
Gain on sale of Tel-Save common stock . ................ — {1,367) —
(Increase) decrease in assets:
ACCOUNtS receivable .. .........ooiieiin (6,059)  (1,584)  (7,967)
Prepaid eXPenses ... .. ......iiiiiiniir e (107) (218) (60)
Other currentassets . .. .................. e e (19 11 198
Other long-term assets .. .. ......c....ocvvneeeinn.onn. (34) (13) 484
(Decrease) increase in liabilities:
ACCOUNTS payable ..... ... it 8,022 4,146 6,727
Accrued liabilities . ............ ... ... ... i 311 {438) 659
Net cash provided by (used for) operating activites ..  (3,385) 1,051 2,463
Cash flows from investing activities:
Proceeds from sale of fixed assets . .... e 9 — —_—
Proceeds from sale of fixed assets to affiliate ............ —_ 34 535
Capital expenditures ................oooiiiiiii o (3,363) (2,135) (860)
Purchase of marketable securities .. ..................... (3) (3) —_
Proceeds from sale of marketable securities.............. — 30 141
Net cash used for investing activites .. ............... (3,357) (2,013) (184)
Cash flows from financing activities:
Net proceeds fromlineofcredit ......................... 2,510 2.000 —
Proceeds romnote payable............. ... ... ... — 1,000 -
Proceeds from notes payabie 1o stockholders ...... ...... 1,755 - —_—
Proceeds from sale and leaseback of fixed assets ... ..... 3,450 —_ —
Payments on debt and capital lease obligations ........... (1,110) (167) (13)
Distributions to stockholders ............ .. ............. (601) (1,237) (1,880)
Net cash provided by (used for) financing activities. .. 6,004 1,596 (1,903)
Net increase (decrease) incash ....................c..ooves (739) 633 378
Cashatbeginningofyear..............ooaviinivnrne coonn. 2.241 1,608 1,232
Cashatendofyear .. .......ccovvviiiiiiniiivinen oo $ 1,502 $ 2,241 S 1,608

Supplemental discicsures of cash flow information:
Cash paid during the year for:

4 (- (51 PR U PO $ 498 $§ 208 $ 40
3
INCOME LAXES . ...t in e tievmva e aaar iy $ 15 $ 243 $ 167

The accompanying notes are an integral part of the financial statements.

F-5




OCT-16-98 12:25 FROM:SWIDLER BERLIN SHEREFF FR ID:202324784%

NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS
(in thousands, except share and per share data)

1. Summary of Significant Accounting Policies
Business Activity

Network Pius, inc. (the “Company”), 2 wholly owned subsidiary of Network Plys Corp. (see
Note 12), is a switch-based carrier and switchiess reseller of long distance telecommunications
services, principally to small and medium-sized businesses in the Northeastern and Southeastern

telephone services, caling cards, debit cards and paging services. The Company operates two
telephony switches, iocated in Quincy, Massachusetts and Orlando, Florida, and comtracts with
Sprint Communications Company, LP ("Sprint”') to provide switching and dedicated voice and data
services for a portion of the Company's telecommunications traffic.

Cash Equivalents

All highly liquid cash investments with maturities of three months or iess at date of purchase are
considered to be cash equivalents,

Revenue Recognition and Accounts Receivable

Telecommunication revenues and accounts receivable are recognized when calls are com-
pleted or when services are provided. Accounts receivable include both bifled and unbilled amounts,
and are reduced by an estimate for uncollectible amounts.

Property and Equipment

Property and equipment are recorded at cost and are depreciated using the straight-line
method over the estimated useful lives of the assets. Leasehold improvements are amortized over
the shorter of the lease term or the estimated useful life of the improvements. Upon retirement or
other disposition of property and equipment, the cost and related depreciation are removed from the
accounts and the resulting gain or loss is reflected in earnings.

Capital Leases

Capital leases, those leases which transfer substantially afl benefits and risks of ownership, are
accounted for as acquisitions of assets and incurrences of obligations. Capital lease amortization is
included in depreciation and amortization expense, with the amortization period restricted to the
lease term. interest on the related obligation is recognized over the iease term at a constant periodic
rate.

Use of Estimates

The preparation of financiai statements in conformity with gereraily accepted accounting
principles requires management to make estimates and assumptions that affect amounts reported in
the financial statements and accompanying notes. Actual results could differ from those estimates.

income Taxes

Eftective March 1, 1992, the Company electad by the consent of its stockholders to be taxed
under the provisions of Subchapter S of the Internal Revenue Code. Under those provisions, the
Company does not pay corporate federal income taxes on its taxable income. Instead, the
stockholders are liable for individual income taxes on their share of the Company’s taxable income.

-~
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OCT-16-98 12:268 FROM:SWIDLER BERLIN SHEREFF FR 1D:202424764%5

NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS — {Continued)
{in thousands, except share and per share data)

The Company continues to pay state income taxes in those states that do not fully recognize the
Subchapter S provision and states that assess certain franchise taxes.

Concentration of Risk

Financiai instruments that potentially subject the Company to concentrations of cradit risk
consist primarily of trade accounts receivable. In addition, risk exists in cash deposited in banks that
may, at times, be in excess of FDIC insurance limits. Cash balances are managed daily to reduce
revolving credit borrowings. The trade accounts receivable risk is limited due to the breadth of
entities comprising the Company’s customer base and their dispersion across different industries
and geographical regions. The Company evaluates the creditworthiness of customers, as appropri-
ate, and maintains an adequate allowance for potential uncollectible accounts.

Eamings (Loss) Per Share

The Company computes and reports eamings per share in accordance with the provisions of
SFAS No. 128, “Earnings Per Share”. The computations of basic and diluted eamings (loss) per
common share are based upon the weighted average number of common shares outstanding and
potentially dilutive securities. Potentially dilutive securities include convertible preferred stock, stock
options and warrants. There were no potentially diiutive securities outstanding during 1997, 1996 or
1995.

New Accounting Pronouncements

In June 1997, the Financial Accounting Standards Board issued Statement of Financial
Accounting Standards No. 130, “Reporting Comprehensive Income” (“SFAS 130”), which is
effective for fiscal years beginning after December 15, 1997, including interim periods. SFAS 130
requires the presentation of comprehensive income and its components. Comprehensive income
presents a measure of all changes in equity that result from recognized transactions and cther
economic events during the period other than transactions with stockholders. The Company will
adopt SFAS 130 in the first quarter of 1998 and does not expect comprehensive income to differ
from reported net income.

In July 1997, the Financial Accounting Standards Board issued Statement of Financial Account-
ing Standards Ne. 131, “Disclosures About Segments of an Emerprise and Related Information”
(“SFAS 1317), which is effective for fiscal years beginning after December 15, 1997. Interim
reporting disclesures are not required in the first year of adoption. SFAS 131 specifies revised
guidclines for determining an entity’s operating segments and the type and leve! of operating
information to be disclosed. SFAS 131 changes curmrent practice under SFAS 14 by establishing a
new framework on which to base segment reporting. The management approach described in
SFAS 131 expands the required disclosures for each segmerit. The Company will adopt SFAS 131 in
its year ending December 31, 1998, and has yet to determine the impact of such adoption on the
reporting of its results of operations as curmently presented.

In March 1998, the American Institute of Certified Public Accountants issued Statement of
Position $8-1, ““Accounting for the Costs of Computer Software Developed or Obtained for Internal
Use". The Company does not believe that this pronouncement will have a material impact on its
business or resuits of operations.

F-7
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OCT-18-88 12:27 FROM:5WIDLER BERLIN SHEREFF FR ID:202424754%

NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS — (Continued)
(in thousands, except share and per share data)

Reciassifications

Certain amounts in the financial statements for prior years have been reclassified to conform
with the current vear presentation. Such reclassifications had no effect on previously reported
results of operations. ‘

2. Related Party Transactions

In December 1997, the Company’'s stockholders made loans to the Company totaling $1,755.
Interest on the loans accrues at the prevailing prime rate (8.5% at December 31, 1997) and is
payable monthly. There is no required period for principal repayment. The loans were repaid in
May 1998 and, accordingly, have been classified as 2 current fiability in the accompanying balance
sheet.

The Company had a sernice arrangement through May 1997 with a marketing company, the
controlling stockholders of which include the Company’s stockholders. The marketing company
provided services relative to establishing, training and expanding the Company’s sales organization.
For the years ending December 31, 1897, 1996 and 1995, the amounts paid to the marketing
company were $65, $132 and $197, respectively.

Office space, located in Quincy, Massachusetts, is leased from a trust, the beneficiaries of which

“are the stockholders of the Company {see Note 11). The Company makes monthly rental payments

of $36. In each of the years ending December 31, 1997, 1996, and 1995, the amount paid to the trust
was $431.

3. Marketable Securities
Marketable securities are as follows:

December 31, 1997 December 31, 1996
Cast Fair Value Cogt Fair Value
U.S. obligations ...... .....o.oiiiiiienan .. % 3 $ 3 $ 8 $ 3
Other s8CUMtIES . ...... . it imiinrriaramae . 62 62 59 59

$§ 65 $ 65 $ 82 $ 62

4. Investments and Sale of Customer Billing Base
Investments are as follows:

December 31, 1997 December 31, 1996
Cost Faiv Value Cost Fair Vaive
Tel-Save Warrants . ... . .uiien e $9,500 $9.500 $2.093 $2,003
b p————— — ——

In 1995, the Company sold three separate billing bases of customer accounts to other
telecommunications companies for cash totaling approximately $8,422 and warrants to purchase
shares of common stock of Tel-Save Holdings, inc. (“Tel-Save”). The cash received was recog-
nized as miscellaneous income in 1995. The Company was required to fulfill certain sales volume
obligations in order to exercise the warrants. As of December 31, 1995, the Company had not met
those obligations and, accordingly, had ascribed no value to the warrants.

During 1996, the Company met the sales volume obligations to exercise a portion of the
outstanding warrants. Certain of these warrants were exercised and common stock related to those
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warrants was sold by the Company, resulting in net proceeds and income of $1,367. The remainder
of the warrants that became exercisable in 1996 were subsequently exercised in 1997. These
warrants were classified as investments and were valued at approximateiy $2,093 at Decemnber 31,
1996 using an established vaiuation modei. A totai of approximately $3,460 was recognized as other
income in 1996 relating to these warrants.

The agreements between Tel-Save and the Company required the transfer of ownership of the
common stock certificates from Tel-Save to the Company upon the Company meeting certain
requirements, which the Company, based upon availabie information, believed it had met in 1996
and 1897. Accordingly, in 1997, cash payments totaling $3,570 were made to exercise all outstand-
ing warrants. In totai, payments for warrants in 1997 were believed to entile the Company to
765,000 shares of Tei-Save common stock, subject to the registration of the shares by Tel-Save.
The shares were registered with the Securities and Exchange Commission in November 1997, but
common stock certificates were not physically transferred to the Company.

In order to take physical possession of the Tel-Save comman stock certificates, the Company
filed suit against Tel-Save in January 1998. On June 24, 1998, a settlement agreement was signed
between the parties pursuant to which Tel-Save returned $1,470 paid by the Company during 1997
in its attempt to exercise the final warrant for 315,000 shares, and carceled that warrant. In addition,
Tel-Save issued the remaining 450,000 shares to the Company and simultaneously repurchased
such shares for $8,030. There are no continuing obligations between the parties. Accordingly, the
Company's investment in Tel-Save at December 31, 1397 was valued at the $9,500 received
pursuant to the settlement in June 1993, and other income of $3.8 million was recorded in 1997 to
reflect this valuation,

S. Property and Equipment

Estmated December 31,

Usetul Lite 1997 1996
Switching equipment .. ...... ... ... .ol 5 years $ 4004 $ 1513
Computerequipment. . .. ... .. ... ...veiviinnrenn.. 3-5 years 2,756 948
Office fumiture and equipment . .. ..., ... ... ...... . . 7 years 1,272 1,157
Purchased software .. . ... ... .. .. ... .. ... R 3 years 634 275
Motorvehicles............... oo 5 years 174 175
Leasehold improvements .. .. ... ... .. ... .. . _.... Term of lease 130 92

9,030 4,160

Less accumylated depreciation and amortization .. ...... (2,073} (1,085)

$ 6957 § 3,075

in 1997, upon review of the Company's experience and expectations for upgrades and
replacement of equipment, the Company changed the estimated useful life of its switching
equipment from 12 years to 5 years. Depreciation expense in 1997 was approximately $136 more
than what would have otherwise been reported had the change in estimate not been made. Annual
depreciation expense related 0 these assets will be approximately $407 more through 2002 than
what would have otherwise been reported had the change not been made.

In August 1887, the Company entered into a sale and leaseback of its switching equipmernt. The
equipment was sold at book value, which approximates market vaiue, and, consequently, no gain or
loss was recorded on the sale. The Company has the right to reacquire the equipment at the end of
the lease’s five-year term.
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6. Accrued Liabilities

Accrued liabilities consist of the foliowing:

December 31,

1887 1886
Accrued interest ... ... ... e $ & $ 14
Accrued salaries, wages, commissions and related taxes. . .. 297 445
Customer deposits . .. ........ ... 361 125
Accrued income and franchisetaxes ................ . ... .. 766 879
Accrued taxes other than income and franchise ............ 238 375
Cther accrued liabitities. . ............. ... .. .. ... . ... 523 36

$2,245  $1934

7. Revolving Credit Agreement

The Company has a revolving line of credit with Fleet National Bank (“Fieet) for borrowings
up to0 $7.000, including letters of credit, which expires on May 31, 1998. Availability in excess of
$5,000 is based upon a percentage of accounts receivabie. Interest is payable monthly at the bank's
prime rate or available LIBOR options. The revolving line of credit requires the Company to meet
certain debt service, liquidity and tangible net worth covenants. At December 31, 1997, cash
borrowings under the line of credit totalled $4,510 and letters of credit issued in the ordinary course
of business totalied $120. At December 31, 1996, cash borrowings under the line totalled $2,000 and
there were no outstanding letters of credit. The interest rate on such borrowings was 8.5% at
December 31, 1997 and 8.25% at December 31, 1396. The maximum borrowings under the
agreement in 1997 and 1996 were $5,000 and $3,000, respectively.

On May 1, 1998, the Company entered into new revolving credit agreement with Fleet, which
allows for up to $23 million of borrowings, based upon a percentage of accounts receivable. The
new agreement has a term of three years. Interest is payable monthly at Fleet's prime rate or
available LIBOR options. The revolving credit agreement requires the Company to meet certain
@roas margin, operating income and tangible net worth covenants. All cutstanding notes payable
were paid in full with proceeds from the new fagility.

8. Debt and Capital Lease Obligations

Debt and capital lease obligations conisist of the following:

December 31,
1997 1996
Notes payable .. ., e e e $4600 $ 855
Capital lease obligations . .............................. 4,717 2
9,317 857
Lesscurrent portion .. ... ... . .. ... .. .. (5,694) (193)

$3628 § 664

The Company issued a promissory note, dated December 1, 1997, to Sprint for repayment of
$4,600 previously classified as accounts payable. Monthly principal payments are required from
February 1998 through the note’s maturity on September 1, 1998. interest accrues at a fixed rate of
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9.75% per annum on the unpaid principal balance and is payable monthly, The promissory note and
accrued interest were paid in full on May 1, 1998,

In January of 1936, the Company entered into a five-year tem ioan agreement in the amount of
$1,000 at a fixed rate of 8.11% per year, coliateralized by switching equipment. This loan was repaid
in October 1997. At December 31, 1996, the unpaid principal on the loan was $846,

The Company’s capital l2ases contain various covenants which, among other things, require the
Company to maintain specified ratios of totat liabilities to net worth and to meet certain net income
requirements.

9, Lease Commitments

The Company has entered into noncanceliable operating leases for office space in several
locations in the eastem United States. The leases have termination dates through 2003 and require
the payment of various operating costs including condominium fees. Rental expense related 1o the
leases for the years ended December 31, 1997, 1996 and 1995 were $733, $688 and $501,
respectively.

Minimum lease payments for the next five years and thereafter are as follows.

Year Ended December 31, Capital Leases Operating Leases
1908 Lt e $ 1,254 § 684
1099 .t e 1,368 630
2000 ... e R 1,230 346
2007 e e 817 a8
2002 ........... e e e 750 90
TREIEARET . .ot i e — 75
Total minimum lease payments . ..............cooiot $ 5419 § 1.813
Less imputed interest ... ... ... oo {702)

Present value of minimum lease payments ............ 4717

Less curment POrtioN .. . . ... ..iioi i eeen s {1,094)

Long-term capital lease obligations ................... $ 3.623

Property and equipment under capital ieases are as foliows:

December 31,
1997 1996
SWItChing QUIPIENT . .. ..o s o e $3.837 $—
Computer 8quUIPMENt .. ... iiii e 1,527 —
Office @QUIDMENT ... ... . ien o iiee o ihar v - _3
5,364 3
Less accumulated amortization ... ...... e (5157 _(3)
$4849 S—
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10. Uneamed Credits

In 1993 and 1994, the Company, through special sales promotions offered through AT&T or
three-year service contracts, received cash based on mairtaining annual sales commitment levels
over a specific dollar amecunt. The total amoumts received from the AT&T promotions were
amortized over the three-year length of each contract and were tully amortized prior to 1997,
Amortization of these credits included in revenue in 1996 and 1995 was $1,810 and $2,436,
respectively.

11. Commitments and Contingencies

The Company is contingently liable as a guarantor on a bank loan made to the trust from whom
the Company leases office space in Quincy, Massachusetts {see Note 2). The outstanding balance
of the Ioan at December 31. 1997 and 1996 is $1,486 and 31,546, respectively.

12. Stockholders’ Equity

On July 18, 1998, the stockholders of the Company created Network Plus Corp. (“NP Corp.”),
which was incorporated in the State of Delaware. NP Corp. expects to elect to be taxed under the
provisions of Subchapter S of the internal Revenue Code. NP Corp. became the owner of 100% of
the issued and outstanding common stock of the Company on July 15, 1998, the date on which the
stockholders of the Company contributed their ownership interest in the Company totaling 100
shares of common stock in retum for 10,000,000 shares of commcn stock, representing 100% of the
ownership interest of NP Corp. These transactions were initiated by the stockholders of the
Company to achieve a number of business objectives including an increase in the number of shares

- of common stock authorized for issuance and issued and cutstanding. The Company has accounted

for the effects of these transactions as a 100,000-tor-1 stock split and retroactively restated the
accompanying financial statements to reflect these transactions.

Common Stock

The centificate of incorporation of NP Corp. authorizes the issuance of up to 20,000,000 shares
of $.01 par vaiue common stock. There are 10.000,000 shares of common stock issued and
outstanding and held of record by two stockholders as of July 15, 1998. The holders of common
stock are entitied to receive dividends when and as dividends are deciared by the Board of Directors
of NP Corp. out of funds legally available therefor, provided that it any shares of preferred stock are
at the time outstanding, the payment of dividerids on the common stock or other distributions may
be subject to the declaration and payment of dividends on outstanding shares of preferred stock.
Holders of common stock are entitled to one vote per share on all matters submitted to a vote of the
stockholders, including the election of directors. Upon any liquidation, dissolution or winding up of
the affairs of NP Corp., whether volumary or involuntary, any assets remaining after the satisfaction
in full of the prior rights of creditors and the aggregate hquidation preference of any preferred stock
then outstanding will be distributed to the holders of common stock ratably in proportion to the
number of shares held by them. The commen stock is not publicly traded.

Prefermred Stock

Under the certificate of incorporation of NP Corp., the Board of Directors has the authority to
issue up 10 1,000,000 shares of $.01 par vatue preferred stock from time to time in one or more
series with such preferences, terms and rights as the Board of Directors may determine without
further action by the stockholders of NP Comp. Accordingly, the Board of Directors has the power to
establish the provisions, if any, relating to dividends, voting rights, redemption rates, sinking funds,
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liquidation preferences and conversion rights for any series of preferred stock issued in the future.
There are currently no shares of preferred stock outsianding.

Stock-based Compensation Plans

On July 15, 1998, NP Corp. adopted the 1998 Stock Incentive Plan (the ‘1998 incentive Plan” ).
The 1898 Incentive Plan provides tor the grant of stock-based awards 10 empicyees, officers and
directors of, and consultants or advisors 10, NP Corp. Under the 1998 Incentive Plan, the Comgany
may grant options that are intended to qualify as incentive stock options {“incentive stock options’”)
within the meaning of Section 422 of the Intemal Revenue Code of 1988, as amended (the “‘Code” },
options not intended to qualify as incentive stock options (“‘non-statutory options”), restricted
stock and other stock-based awards. Incentive stock options may be granted oniy to employees of
NP Corp. or its subsidiaries. A total of 1,400,000 shares of common stock may be issued upon the
exercise of options or other awards granted under the 1998 incentive Plan. The number of shares
with respect to which awards may be granted to any employee under the 1898 incentive Plan may
not exceed 700,000 during any calendar year. The exercisability of options or other awards granted
under the 1998 Incentive Plan may, in certain circumstances, be accelerated in connection with an
Acquisition Event (as defined in the 1998 Incentive Plan). Options and other awards may be granted
under the 1998 Incentive Plan at exercise prices that are equai to, less than or greater than the fair
market value of NP Corp.’s common stock, and the Board generally retains the authority to reprice
outstanding options. The 1998 Incentive Plan expires in Juiy 2008, uniess sooner terminated by the
Board.

On July 15, 1998, NP Corp. authorized the grant of a total of 741,140 options to purchase NP
Corp. common stock at exercise prices at ot above the fair market value of NP Corp.’s common
stock, as determined by its Board of Directors. The options, when issued, will generally vest ratably
over a period of four years. NP Corp. and the Company intend to adopt the accounting provisions of
Accounting Principles Board Opinion No. 25, “Accounting for Stock issued to Employees™, and the
disclosure-only provisions of Statement of Financial Accounting Standards No. 123, “Accounting for
Stock Based Compensation™. Accordingly, the Company’s or NF Corp.'s results of operations are
not expected tc be matenially affected by the options granted to date under this plan.

On July 15, 1898, NP Corp. adopted the 1998 Director Stock Option Plan (the “Director Plan™).
Under the terms of the Director Pian, 5,000 shares of common stock will be granted to each non-
empioyee director upon his or her initial election to the Board of Directors. Annual options to
purchase 2,500 shares of common stock will aiso be granted to each non-empioyee director on the
date of each annuai meeting of stcckholders, or on August 1 of each year if no annual meeting is
held by such date. Options granted under the Director Plar will vest in four equal annual instailments
beginning on the first anniversary of the date of grant. The exercisability of these options will be
accelerated upon the occurrence of an Acquisition Event (as defined in the Director Plan). The
exercise price of options granted under the Director Plan is equal to the fair market value of the
common stock on the date of grant. A total of 100,000 shares of common stock may be issued upon
the exercise of stock options granted under the Director Plan. No options have been granted under
this plan.

Dividend
On July 15, 1998, the Board of Directors of NP Corp. declared a dividend in the aggregate
amount of $5,000. As a result, it is anticipated that $2,500 will be distributed t© each of the

stockholders of NP Corp. Following receipt of the dividend, one stockholder will loan the Company
$1,876 (representing the distribution to that stockholder, net of the estimated tax liability resulting
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from such distribution). Interest will accrue at Fleet's prime rate, and interest and principal will be
payable 10 days after redemption of the Series A Preferred Stock.

13. Maijor Supplier

The Company has an agreement with Sprint to provide switching and dedicated voice and data
services. At expiration or any time prior, the Company can seek to renew all material aspects of the
agreement with Sprint. In the event that renewal does not occur, the Company may be able to
negotiate equally beneficial terms with other major telecommunications companies. Should neither
of these aiternatives be possible, there couid be material adverse implications for the Company’s
financial position and operations. Managerent's experience has been to renegctiate agreements
annually to ensure receiving compettive pricing, and management believes the Company will be
abie to continue to renegotiate the agreements. The current agreement was renegotiated, effective
February 1998, and will expire in February 2000.

14. Employee Benefit Plan

The Company sponsors a 401 (k) and profit sharing plan (the “Plan”) which is open to all
eligible employees under the Plan's provisions. The terms of the Plan allow the Company to
determine its annual profit sharing contribution. There were no Company contributions to the Plan in
1997 or 1996. The Company’s contribution to the Plan in 1995 was $175.

15. Subsequent Event

On September 3, 1998, NP Corp. (see Note 12) issued 40,000 shares of 13.5% Series A
Cumulative Preferred Stock Due 2009 and initial warrants to purchase, for $.01 per share, 310,000
shares of NP Corp.’s common stock (and contingent warrants to purchase 600,000 shares of
common stock) resulting in proceeds to NP Corp. of $37.5 million. net of issuance costs of $2.5
million. A total value of $4.35 million was ascribed to the initial watrants, net of issuance costs of
$0.3 million, and was accounted for as additional paid-in capital. The value ascribed to the initial
warrants was recorded as a discount to the preferred stock which will be accreted to the preferred
stock balance over an assumed maturity period. Through September 3, 1998, NP Corp.'s activities
consist principally of the issuance of its preferred stock and warrants.

The issuance of the preferred stock terminated NP Corp.’s election to be taxed under the
provisions of Subchapter S of the Internal Revenue Code. Accordingly, NP Corp. will provide for and
report Federai and state income taxes, if any.
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EALANCE SHEETS
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(Unaudited)
June 30 December 31,
1998 1997
ASSETS
CURRENT ASSETS
Cashand cash eqQUIVAIBINES ... ...t i $ 8,194 $ 1.502
Accounts receivabie, net of allowance for doubtiul accounts of

$403 and $926, respectively . ....... ... 15,458 16,227
Marketable securities . ........ooiiiii i e €6 65
VSIS . . e e -— 9,500
Prepaid @XpPeNSeS .\t ir s e 1,230 415
Othercurrentassets. ................ ... ... . ............ 142 112

Totalcurrentassets ..................... e e 25,0¢0 28,521
PRCPERTY AND EQUIPMENT, NET ... . it 8,361 6,957
OTHER ASSET S . e e 227 103

TOTALASSETS............ e e $33,67¢ $35,581

. e ————

LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES

Accounts payable ................ . ... ... ... ... $17,620 $17,445
Accrued habilities............. ... ... e e 2526 2,245
Revolving lineofcredit... ... ... . ... ... ... 9.000 4,510
Notes payable to stockholders. .. ... ... . ... — 1,755
Current portion of debt and capital lease obiigations ....... . ... 1.132 5,694

Total current liabilities .................. . ... ... ... . ... 30,278 31,649
LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS . .. .. ........ 3,167 3,623
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS’ EQUITY

Common stock, $.01 par value, 20,000,000 shares authorized,

10,000,000 shares issued and outstanding.................... e 100 100
Additional paid-in capital .. ... ... et 183 183
Retained earnings (deficit) ... ... e (50) 26

Total stockholders’ equity . .. .......veeeninens e 233 309

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY ..., .. .. $33,678 835,581

The accompanying nctes are an integral part of the uraudited interim financia! statements.
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Grossprofit.........._.... ... .

Operating expenses
Selling, general and

administrative expenses . .. . ..
Deprecizticn and amortization . .

Operating income (loss).........

Other income (expense)

Interest and dividend income . . .
Other income, net _............
interest expense ...... . .......

Income (loss) before state

incometaxes. . ...............
Provision for state income taxes . .

Netloss ..... ... ... ... ... .

Retained earnings, beginning . . . . .
Cistributions tc stockhoiders ... . .

Retained eamings (deficit),

ending........................

Net loss per share — basic and

dilwted... ... ... ... ... ...

Weighted average shares

outstanding ....... e e

NETWORK PLUS, INC.
STATEMENTS OF OPERATIONS AND RETAINED EARNINGS
(in thousands, except share and per share data)

1D:2024247645%

{Unaudited)
Three Months Six Months
Ended June 30, Ended June 30,
1998 1997 1998 1997
$ 27,103 $ 24 641 $ 52,308 $ 49,381
19,992 19,330 38,828 38,440
7,111 5311 13477 10,941
6,391 5,440 11,935 10,567
483 168 851 324
8,874 $,608 12,886 10,891
237 (297) 591 50
Q 38 12 60
16 20 37 37
(293) {93) (578) (177)
{268) {35) (828) (80)
(31) (332) 62 {(30)
125 — 134 25
S (58) s (3% §  (72) 8 (55)
106 3,808 26 3,818
— — (4) {299)
$ g 50) § 3,476 $ (50) $ 3,464
$ {02) § (03) § 5.01 b3 (.01)
10,000,000 M _w& 10,000,000

The accompanying notes are an mtegral part of the unaudited interim financia! statements.
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NETWORK PLUS, INC.
STATEMENTS OF CASH FLOWS
(in thousands)

{ Unaudited)

Six Months
£nded June 30,

1998 1997

Cash flows from operating activities:

NETIOSS oottt e 3 (72y B (%5)
Adjustments to reconcile net income to net cash provided by (used for)
operating activities.

Depreciation and amortization .. ... ... . ... oo e Cs 951 324
(Gain) loss on disposal of fixed assets ...... .. ......... ... .. {8) —
Exercise of Tel-Save common stock warrants . .. _ ... P —_ {3.570)
Refund of exercise price of Tel-Save common stock warrants . ... ... .. 1470 _
Sale of Tel-Save COMMON STOCK . ... .. oottt 8,030 —_
Provision for losses on accounts receivable. ...... ... ... ... ... 729 639
{Increase) decrease in assets:
Accounts receivable. .. ............. ... e e 740 (1.881)
Prepaid expenses .. ............. e e (815} (61)
Other current 8SSetS ... . ... i iiir i e {30) 23
Other long-termm assets. . ..o iviiie s i (124) (28}
(Decrease) increase in liabilities:
ACCOUNTS PAYADIG . .. ...ttt i i e e 175 3,822
Accrued liabilities . ... ... ..o e e 281 (333)
Net cash provided by (used for) operating aetivities.............. 11,327 (1,120)
Cash flows from investing activities:
Proceeds from disposal of fixed assets. ............ ... ... ... e 17 —
Capital expenditures . . ..... ... i e e (2.364) (1,605)
Purchase of marketable securties  ........ f e (1) (1)
Net cash used for investing activities ... ... ... .ooovinive oo (2,348) {1.808)
Cash flows from financing activities:
Net proceeds from lineofcredit . ............... ... ... e 4,490 3,000
Payments on debt and capital lease obligations ................ ... .., (6,773) (29)
Distributions 10 StOCKhOIIETE . . .. ... i {4) {299)
Net ¢cash provided by {used for) financing activities .. ............ (2,287) 2,602
Net increase (decrease) INCaSh. .. ... ..o oiivininean i 6,692 (124)
Cash at beginning of period ... ... ... ciii i 1,502 2,241
Cashatend of period ........c..ioiiriiiiii e e . $ 8,194 §__2_1 17

The accompanying notes are an integral part of the unaudited interim financial statemens.

F-17




DCT-18-98 12:33 FROM:SWIDLER BERLIN SHEREFF FR ID:202424764¢% PAGE 18,22

NETWORK PLUS, INC.
NOTES TO UNAUDITED INTER!M FINANCIAL STATEMENTS
(in thousands, except per share data)

1. Basis of Presentation

The accompanying Unaudited interim Financial Statements of Network Plus, Inc. (the “Com-
pany”y, a wholly owned subswdiary of Network Plus Corp., have been prepared in conformity with
gererally accepted accounting principles and, in the opmnion of management, inciude ail adjust-
ments, consisting of normal recurning accruals. necessary for a fair presentation of the results for
the interim periods. The results of operations for the interim periods are not necessarily indicative of
the resuits to be expected for the year.

These unaudited interim financial statements should be read in conjunction with the financial
statements and related notes in the Company’s annual audited Financial Statements. The balance
sheet as of Decernber 31, 1957 has been derived from the audited financial statements as of that
date.

Certain amounts in the financial statements ‘or the prior year have been reclassified to conform
with the current year presentation. Such rec'assifications had no effect on previously reported
results of operations.

2. Related Party Transactions

In December 1897, the Company’s stockholders issued the Company loans totaling $1,785. The
loans were repaid on May 1, 1998.

The Company had a service arrangement through May 1997 with a marketing company, the
shareholders of which have a controlling interest in the Company. The marketing company provided
services relative to establishing, training and expanding the Company’s sales organization. During
the six months ended June 30, 1997, $55 was paid to the marketing cormpany.

Office space, located in Quincy. MA, is leased from a trust, the beneficiaries of which are
stockhoiders of the Company. The Company makes monthiy rental payments of $36. in each of the
six-month periods ended June 30, 1968 and 1997, $216 was paid 1o the trust.

3. Property and Equipment

June 30, December 31,
1998 1997

Switching equipment. ........ ... . $ 6,180 $ 4004
Computerequipment . ............... . ... 2,811 2,756
Office furniture and equipment_ . ... ........ .. e 1,292 1,272
Purchased software .. ..................... ... ... ... 725 694
Motorvehicles .................. 20 174
Leasehold improvements........................_ . ... ... .. 184 130
11,373 9,030

Less accumulated depreciation and amortization . ... ........ _{3,012) (2,073)
$ 8,361 $ 6,957
—— e —

in August 1997, upon review of the Company’s experience and expectations for upgrades and
replacement of equipment, the Company changed the estimated usefu! life of its switching
equipment from 12 years to 5 years. Depreciation expense in the six months ended June 30, 1997
was approximately $76 less than what would have otherwise been reported had the change been
previously made.
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4. Accrued Liabilities
Accrued liabilities consist of the following:

June 30, December 31,
1998

1997
Accryed interest , .. ... ... P e $ 83 $ 60
Accrued salaries, wages, commissions and related taxes .. ... ... ... 552 297
Customer deposits ... ... e 189 361
Accrued income and franchise taxes ... ... e e e 684 766
Accrued taxes other than income and franchise. .. ... . e ) 331 238
Accrued agency COMMISSIONS .. ... ... ... ..ciuineivnr cueienninnrnnns 440 340
Other accrued liabifities . ....... ... .. .. ... .. .. ..., R 277 183

$2,526 $2,245

5. Revolving Credit Agreements

The Company had a revolving iine of credit with Fleet National Bank (‘‘Fleet”") tor berrowings
up to $7,000 including letters cf credit, which was terminated on May 1, 1898 upon entering into a
new revolving credit agreement, described below. At June 30, 1998, cash borrowings under the new
revolving credit agreement totaled $9,000 and letters of credit issued in the ordinary course of
business totaled $1,020. At December 31, 1997, cash borrowings under the new revolving credit
agreement totaled $4,51C and letters of credit totaied $120. The interest rate on such borrowings
was 7.4% at June 30, 1998 and 8.5% at December 31, 1997.

On May 1, 1998, the Company entered into a new revolving credit agreemem with Figet, which
aliows for up to $23,000 of borrowings, based upon a percentage of accounts receivable. The new
agreement has a term of three years. Interest is payable monthly at Fleet's prime rate or available
LIBGR options. The revolving credit agreement requires the Company to meet certain gross margin,
operating income and tangible net worth covenants.

On August 14, 1998, the Company entered into a commitment letter with Goldman Sachs Credit
Partners, L.P. for a $60,000 revolving credit facility (the “GSCF Facility”), concurrent with the
closing of which the Cornpany expects to terminate the Fieet agreement The GSCP Facility will have
a term of 18 months. Under the GSCP Facility, $30,000 will be available upon closing and up to an
additional $30,000 will be available basec upon a percentage of accounts receivable. Interest is
payabie monthly at one percent above the prime rate. The GSCP Facility will require the Company to
meet, among other things, minimum levels of revenuss, access lines in service and earings before
interest, 1axes, depreciation and amortization.

F-139
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TENNESSEE REGULATORY AUTHORITY

Melvin Malone, Chairman
Lynn Greer, Director
Sara Kyle, Director

e 460 James Robertson Parkway
T QS SEP 23 Pm 2 ngshville, Tennessee 37243-0505
: v

NOTICE OF HEARING TIME GHANGE: - = CRETARY
DOCKET: 98-00581
PETITIONER: NETWORK PLUS, INC.
PETITIONER'S ATTORNEY: Kathleen L. Greenan
IN RE: Application of Network Plus, Inc. For a Certificate

of Public Convenience and Necessity as a Competing
Telecommunications Service Provider

DATE: September 23, 1998

Pursuant to T.C.A. §65-4-201 et seq., the Authority has scheduled a Hearing in the above-captioned proceeding for Tuesday,
October 27, 1998, at 2:00PM, in the Hearing Room on the Ground Floor at 460 James Robertson Parkway, Nashville, TN.

This Hearing will be conducted in accordance with the Tennessee Uniform Administrative Procedures Act, T.C.A. §4-5-101 et
seq. All parties are entitled to be represented by counsel.

Any motion to change the date of this hearing must be made in writing, and filed with the office of the Executive Secretary of
the Authority, and directed to the Chairman of the Authority. Copies of the motion must be served on all parties.

Participants with disabilities who require special accommodations or alternate communications formats should contact the

Tennessee Regulatory Authority ADA-EEQ/AA Coordinator/Officer, 460 James Robertson Parkway, Nashville, Tennessee
37243-0505, 1-800-342-8359 or TDD 741-3930 so that reasonable accommodations can be made.

FOR THE TENNESSEE REGULATORY AUTHORITY:

K. David Waddell, Executive Secretary

cc. Parties of Record
Interested Parties

Telephone (615) 741-2904, Toll-Free 1-800-342-8359, Facsimile (615) 741-5015
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SWIDLER BERLIN SHEREFE FRIEDMAN, LLp

3000 K STREET, NW, SUITE 3%0 =
WASHINGTON, DC 20007-5116 REC'D T
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FACSIMILE TRANSMITTAL .. | - < { ({ETARY
Today's Date: September 23, 1998 Time: 12:36PM
TRANSMITTAL TO:
Individual: Darrell Whitis
Company Name: Tennessee Regulatory Authority
Direct Phone #: 615-741-2904 ext. 132

Fax/Telecopier #: 615-741-2336

Total # of Pages: 5 (including cover page)
TRANSMITTAL FROM:

Individual: Kathleen Greenan

Direct Phone #: 202-945-6922

Attorney Code: 645

Billing Code: 5200.01

Message:

Attach=d is a copy of Notice of Service. Ifthe Commission requires a formal filing, please
inform us and we will submit the filing accordingly.

If there is a problem with thjs transmussion, it is important that you notify:
Name: Tina Snoddy Phone #: 202-424-7752

THEINFORMATION CONTAINED IN THIS COMM UNICATION IS C ONFIDENTIAL,MAYBEATT ORA’BY-CLIENTPRIVILEGED, MAY
CONSTITUTE INSIDE INFORMA TION, AND IS INTENDED ONLY FOR THE USE OF THE ADDRESSEE, UNAUTRORIZED USE,
DISCLOSURE, OR COPYING IS STRICTLY PROHIBITED AND MAY BE UNLAWFUL IF vou HAVE RECEIVED THIS
COMMUNICATION IN ERROR, PLEASE IMMEDIATELY NOTIFY US AT THE NUMEER LISTED DIRECTLY ABOVE. THANE YOU.
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SWIDLER BERLIN SHEREFF FRIEDMAN, nip
3000 K STREET, NW, SUTTE 300

WASHINGTON, DC 20007-5116
TELEPHONE (202)424-7500
FACSIMILE (202) 424-7645 NEw YORK Orrice
WWW SWIDLAW.COM 919 THIRD AVENUE
} NEW YORK, NY 10022-9998
(212) 7589500 FAX (212) 7589526
VIA FIRST IL
TO: Carriers Operating in the State of Tennessee
FROM: Kathleen Greenan
Counsel for Network Plus, Inc.
DATE: September 22, 1998
RE: Application of Network Plus for a Certificate of Convenience and Necessity to
Provide Local Exchange Telecommunications Services Throughout the State of
Tennessee .
—_— R — —— —_—

NOTICE OF FILING

This is to notify you that the above-referenced telecommunications application was filed
with the Tennessee Regulatory Authority on August 19, 1998. A copy of the application may be

obtained from the Authority.




SEP-23-898 14:30 FROM:SWLDLER BERLIN SHEREFF FR ID:20249247645% PACE

CERTIFICATE OF SERVICE

I, Kathleen L. Greenan, do hereby certify that a copy of the foregoing notice was served

via first class U.S. Mail on the parties listed below on this 22nd day of September 1998.

BellSouth Telecommunications, Inc.
Guy M. Hicks, Genera! Counsel

333 Commerce Street

Nashville, TN 37201-3300

Sprint-United

Steve Parrott
Director-Regulatorv Affairs
United Telephone-Southeast, Inc.
14111 Capital Boulevard

Wake Forrest, NC 27587-5900

Levoy Knowles, General Manager

Ben Lomand Rural Telephone Coop.

P.O, Box 670
McMinaville, TN 37110-0670
(931) 6684132

Greg L. Anderson, General Manager
Bledsoe Telephone Coop.

P.0. Box 609

Pikeville, TN 37367-0609

Wayne Gassaway, General Manager
DeKalb Telephone Coop.

P.O. Box 247

Alexandria, TN 37012-0247

Fred L. Terry, General Manager
Highland Telephone Coop.
PO.Box 119

Sunbright, TN 37872

F. Thomas Rowland, General Manager

North Central Telephone Coop.
P.O. Box 70
Lafayette, TN 37083-0070

Citizens Telecommunications Company
of Tennessee

Citizens Telecommunications Company
of the Volunteer State

Mike Swatts

State Regulatory Director, South

P.O. Box 770

300 Bland Street

Bluefield WV 24701

Hobart G. Davis, General Manager
Skyline Telephone Membership Corp.
P.O. Box 759

West Jefferson, NC 28694-0759

Twin Lakes Telephone Coop.
P.O.Box 67
Gainesboro, TN 38562

West Kentucky Rural Telephone Coop.
P.O. Box 649
Mayfield, KY 42066-0649

Yorkville Telephone Coop.
P.0. Box 8
Yorkville, TN 38389

American Communications Services, Inc.
131 National Business Parkway, Suite 100
Annapolis Junction, MD 20701

ATS of Tennessee, Inc.
3915 Mendenhall Road South
Memphis, TN 38113

AT&T
511 Union Street, Suite 1010
Nashville, TN 37219
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Brooks Fiber Communications
of TN, Inc.
800 South Gay Street

Suite 1800 S

Knoxville, TN 37924

BTI Communications, In.
4200 Six Forks Road

P.O. Box 150002

Raleigh, NC 27624

Comm. Depot, Inc.
889 Bendik Drive
Jackson, TN 38301

DeltaCom, Inc.
P.O. Box 1233
Arab, AL 35016

GTE Communications Comp.
1200 Walnut Hill Lane
Irving, TX 75038

Hyperion of TN, Inc.

222 Second Avenue North
Washington Square-Suite 422
Nashville, TN 37219

ICG Telecom Group, Inc.
2100 West End Avenue, Suite 620
Nashville, TN 37203

Intermedia Communications
3625 Queen Palm Drive
Tampa, FL 33619-1309

LCI International Telecom Corp.
8180 Greensboro Drive, Suite 800
McLean, VA 22102

SEP-23-98 14:30 FROM:SWLDLER BERLIN SHEREFF FR ID:2024?47545 PAGE

MCI Telecommunications Corp.
780 Yohnston Ferry Road, Ste 700
Atlanta, GA 30342

MFS Communications Company, In¢.
One Tower Lane, Suite 1600
Oakbrooke Terrace, IL 60181

New South Communications, LLC
355 Woodruff Road
Greenville, SC 29607

NEXTLINK Temnessze
105 Molloy Street, Suite 300
Nashville, TN 37201

SouthEast Telephone LTD
317 Main Street, 4* Rioor
Pikeville, KY 41501

Sprint Communications Company
31¢0 Cumberland Circle
Mailstop: GAATLN0802

Atlanta, GA 30339

TCG MidSouth

49 Music Square West
Suite 200

Nashville, TN 37203

Teligent, Inc.
8065 Leesburg Pike, Suite 400
Vienna, VA 22182

Time Wamer
P.O.Box 210706
Nashville, TN 37221

US LEC of Tennessee
212 Tryon Street, Suite 1540
Charlotte, NC 228281

q-/85
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Logix Communications Corporation US West Interprise America, Inc.
13429 N. Broadway Extension. Suite 200 1999 Broadway, Suite 700
Oklahoma Citv, OK 73114 Denver, CO 80202
MFS Intelnet of Tennessee, Inc. WinStar Communications of TN, Inc.
515 East Amite Street, 4® Floor - 7799 Leesburg Pike
Jackson, MS 39201 Suite 401 South
Tyson’s Corner, VA 22043

WorldCom Technologies (1LDDS)

Claire Daily, Director Legislative &
Regulatory Affairs

201 Energy Parkway, Suite 200

Lafayette, LA 70508

AL S

Kathlegn L. Greagay/
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TENNESSEE REGULATORY AUTHORITY
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' SS SEP 8 ﬂm 11 2 ?460 James Robertson Parkway
Nashville, Tennessee 37243-0505

Melvin Malone, Chairman
Lynn Greer, Director
Sara Kyle, Director

RE-NOTICE OF HEARING

DOCKET: 98-00581

PETITIONER: NETWORK PLUS, INC.

PETITIONER’S ATTORNEY: Kathleen L. Greenan

IN RE: Application of Network Plus, Inc. For a Certificate
of Public Convenience and Necessity as a Competing
Telecommunications Service Provider

DATE: September 8, 1998

Pursuant to T.C.A. §65-4-201 et seq., the Authority has scheduled a Hearing in the above-captioned proceeding for Tuesday,
October 27, 1998, at 1:00PM, in the Hearing Room on the Ground Floor at 460 James Robertson Parkway, Nashville, TN.

This Hearing will be conducted in accordance with the Tennessee Uniform Administrative Procedures Act, T.C.A. §4-5-101 et
seq. All parties are entitled to be represented by counsel.

Any motion to change the date of this hearing must be made in writing, and filed with the office of the Executive Secretary of
the Authority, and directed to the Chairman of the Authority. Copies of the motion must be served on all parties.

Participants with disabilities who require special accommodations or altemate communications formats should contact the

Tennessee Regulatory Authority ADA-EEQ/AA Coordinator/Officer, 460 James Robertson Parkway, Nashville, Tennessee
37243-0505, 1-800-342-8359 or TDD 741-3930 so that reasonable accommodations can be made.

FOR THE TENNESSEE REGULATORY AUTHORITY:

NI ez

K. David Waddell, Executive Secretary

cc: Parties of Record
Interested Parties

Telephone (615) 741-2904, Toll-Free 1-800-342-8359, Facsimile (615) 741-5015




R
AUG-249-98 16:62 FROM:SWIDLER BERLIN SHEREFF F

ID:20242478465 PAGE 2

S*IDLER BERLIN SHEREFF | . {(EDMAN, 11p

3000 K Streer, NW, SUITE 300
WASH!NG’I‘ON. DC20007.5116

TELERONS (202)424.7500
KATHLEEN L. GREENAN FAmmZéf) 424.7647 NEW YORK OFsicE
ATTORNEY DT YW SETSLANY M ) TH. 919 THIRD AvEnUE
DIRECT DiAL {202) 945.652; BT NEW YORK, NY 10022.9998
KLO@JSWIDLAW.COM (212) 7589500 FAX 212) 758.9526
"83 5EP 8 PM 3 10

August 24, 19981 |
KoL it P EORETARY

[T :
LJ\L‘-"~' i

FA E

Mr. Darrell Whitis ?//? ”C/)@ 5 g /

Tennessee Regulatory Authority

460 James Robertson Parkway
Nashville, TN 37243-0505

Re: Petition of Network Plus, lgé.
‘Dear Mr. Whitis:

This letter is in regard to the Petition of Network Plus, Inc, for a Centificate of Public
Convenience and Necessity to provide public facilities-based and resold local exchange
telecommunications services throughout the state of Tennessee. Pursuant 1o your request, Network
Plus, Inc. hereby wajves the requirement, under Tennessee Code §65-4-201(c)(2), that an order be

catered by the Tennessee Regulatory Authority (“Authority”) no more than sixty (60) days from the
filing of the Petition for Certification.

rity will proceed as expeditiously as possible in processing Network Pjys’ Petition,
Should you have any questions regarding, please do not hesitate to contact the undersigned,

Respectfully submitted,

\/)C

Kathleeg L. Greenan

cc:  James]J. Crowley, Esq.
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SWIULER BERLIN SHEREFF FRIEDMAN, 11p

3000 K STREET, NW, SUTTE 300
WASHINGTON, DC 20907 QgﬁigéT !

TELEPHONE <102)m 90
KATHLEEN L. GREENAX FacsmuE (0B kdedr  © Y AUTH. NEw York Orsice
ATTORNEY W SWIDLAY.OOM 919 THIRD AVENUE
DIREST DIAL (202) 945-6922 Nrw YORK, NY 10022.9995
KLG@ SWIDLAW..COM 'cg SEP 8 PM 3 101755500 enx (212) 7589526

ins.

septm@;rz, 19987 © _Cx\ETAP{?g N0 Sg /

VIA FACSIMILE

Mr. Darrell Whitis

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 37243-0505

Re:  Petition of Network Plus, Inc.

Dear Mr. Whitis:

As you requested, attached please find additional information regarding Network Plus’
management team. This document is intended to supplement the Petition of Network Plus, Inc. for
a Certificate of Public Convenience and Necessity to provide public facilities-based and resold local
exchange telecommunications services throughout the State of Tennessee.

Should you have any questions regarding the attached documents, please do not hesitate to
contact the undersigned.

Respectfully submitted,

Kathleen L. Greenan

cc: Ms. Lisa Korner

2/3
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MANAGEMENT

As discussed in Exhibit 3 of its Petition, Network Plus has a management team with excellent
credentials and experience in the telecommunications industry. This management team has been
successful in operating an advanced telecommunications network combining resale, facility and
enhanced components. —

The Company has recently hired the following employees, who provide the Company with
significant expertise in the design, development and provisioning of local telecommunications
services and networks:

Michael F. Oyster

Michael F. Oyster has joined Network Plus as President of the Local Services Division. Mr.
Oyster has 22 years of experience in the telecommunications industry, including local services, long
distance services, and voice and data equipment. Most recently, Mr. Oyster was the Regional Vice
President and General Manager of Teleport Communications Group ("TCG") in New York.

Joseph Haines

Joseph Haines has joined Network Plus as Vice President of Local Operations and will be
responsible for the design, engineering and implementation of the Company’s local service offering.
From 1992 to 1998, Mr. Haines held various positions with TCG, most recently as Regional Vice
President of Operations for TCG's largest network. In that position, Mr. Haines was responsible for
constructing and deploying network transmission and switching facilities. Mr. Haines developed
and managed TCG’s national network management center, supervising TCG’s network of switches
and multiplexing equipment.

Lisa Korner

Lisa Komer has joined Network Plus as Director of New Market Development, and will be
responsible for market analysis territory development planning and regulatory/LEC implementation.
From 1989 to 1998, Ms. Komer held various positions with TCG, most recently as Sales Director
responsible for all sales to general business customers in New York and also as Manager of the
independent sales channel consisting of over 50 agents.

250232.1
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SWI=LER BERLIN SHEREFF FRIF " MAN, LLP

3000 K STREET, NW, SUITE 300
WASHINGTON, DC 20007-5116
(202) 424-7500
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FACSIMILE_ TRANSMITTAL
Today's Date: September 2, 1998 Time:
TRANSMITTAL TO:
Individual: Darrell Whitis
Company Name: Tennessee Regulatory Authority
Direct Phone #: 615-741-2904, ext. 132
Fax/Telecopier #: 615-741-2336
Total # of Pages: 3 _ (including cover page)
TRANSMITTAL FROM:
Individual: Kathleen L. Greenan
Direct Phone #: 202-424-6922
Attorney Code:
Billing Code: 5200.01
Message:

If there is a problem with this trapsmission, it is important that you notify:

Name: Wendy Mills Phone #: 202-945-6927

THE INFORMATION CONTAINED IN THIS COMMUNICATION IS CONFIDENTIAL, MAY BE A TTORNEY-CLIENT PRIVILEGED, MAY
CONSTITUTE INSIDE INFORMATION, AND IS INTENDED ONLY FOR THE USE OF THE ADDRESSEE. UNAUTHORIZED USE,

DISCLOSURE, OR COPYING IS STRICTLY PROHIBITED AND MAY BE UNLAWFUL. IF YOU HAVE RECEIVED THIS
COMMUNTCATION IN ERROR, PLEASE IMMEDIATELY NOTIFY US AT THE NUMBER LISTED DIRECTLY ABOVE. THANK YOU.
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' SWIDLER BERLIN SHEREFF FRIF'MAN, LLp
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FACSIMILE TRANSMITTAL,
Today's Date: August 27, 1998 CRECUTVD DIORETARYe: s-00PM
TRANSMITTAL TO:
Individual: Darrell Whitis
Company Name: Tennessee Regulatory Authority
Direct Phone #: 615-741-2904, ext. 132
Fax/Telecopier #: 615-741-2336
Total # of Pages: (including cover page)
TRANSMITTAL FROM:
Individual: Kathleen L. Greenan
Direct Phone #: 202-424-6922
Attomney Code: (ZG@?% ~692.2
Billing Code: 5200.01
Message:
Please see attached.

If there is a problem with this transmission, it is important that you notify:

Name: Tina Snoddy Phone #: 202-424-7752

THE INFORMATION CONTAINED IN THIS COMMUNICATIONIS CONFIDENTIAL, MAY BEATTORNEY-CLIENT PRIVILEGED, MAY
CONSTITUTE INSIDE INFORMATION, AND IS INTENDED ONLY FOR THE USE OF THE ADDRESSEE. UNAUTHORIZED USE,
DISCLOSURE, OR COPYING IS STRICTLY PROHIBITED AND MAY RE UNIAWF UL IF YOU HAVE RECEIVED THIS
COMMUNICATION IN ERROR, PLEASE IMMEDIATELY NOTIFY US AT THE NUMBER LIST, ED DIRECTLY ABOVE. THANK YOU.
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SW1ULER BERLIN SHEREFF FRIEDMAN, 11p

3000 K STREET, NW, SUITE 300

WASHINGTON, DC 20007-5116
TELEPHONE (202)424-7500

KATHLEEN L. GREENAN FACSIMILE (202) 424-7647 N5 YORK OFRCE

ATTORNEY WA SWIDLAW,OOM 919 THIRD AVENUE

DIRECT DAL (202) 94546822 NEW YORK, NY 10022-9998

KLG@SWIDLAR .COM (212) 7589500 FAX (212) 758.9526
August 27, 1998

V1A FACSIMILE

Mr. Darrell Whitis

Tennessee Regulatory Authonty
460 James Robertson Parkway
Nashville, TN 37243-0505

Re:  Petition of Network Plus, Inc.
Dear Mr. Whitis:

As yourequested, attached please find the Small and Minority Owred Telecommunications
Business Participation Plan and a description of Network Plus’ technical qualifications. These
documents are intended to supplement the Petition of Network Plus, Inc. for a Certificate of Public
Convenience and Necessity to provide public facilities-based and resold local exchange
telecommunications services throughout the State of Tennessee.

Should you have any questions regarding the attached documents, please do not hesitate to
contact the undersigned.

Respectfully submitted,

Kathleen L. Greenan

cc: James J. Crowley, Esq.

2,7
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CHNICAL QUALIFICATIONS

Network Plus has garnered extensive telecommunications experience over the past eight
years of successful operations. Network Plus, founded in 1990, is a leading telecommunications
carrier offering switched long distance, data and enhanced telecommunications services throughout
the United States and internationally. The Company has also been providing tocal service in
Massachusetts on a test basis and plans to provide such service on a commercial basis in September
of this year. Network Plus’ eight years of successful operating history establishes its extensive
experience in providing both resale an iliti ecomruunicaty

The Company began its operations as a reseller in 1990 and since then has started deploying
facilities in certain areas throughout the United States. The Company currently operates an advanced
telecommunications network that includes two Nortel switches. Network Plus has maintained an
Operations Center in Quincy, Massachusetts to gonitar its network, which increases reliability,
security and efficiency. In the Company’s experience, carrying traffic over its own network provides
tbe Company greater control over its network operations allowing Network Plus to better serve the
unique needs of its customers.

Network Plus’ Jocal service in Tennessee will be prowsr:on;d eather through resale of
BellSouth’s network, on Network Pjus® own network, or a combination of both. Network Plus’
network will jnjtially consist of a combination of its switching network and unbundled network
element and/or other facilities (e g T1s)purchased from an altemnative carrier The Company is still
evaluating various network configurations, but expectsto deploy a Jocal switching network shortly
after obtaining authority from the Tennessee Regulatory Authority anqexecutinganinterconnection
agreement with the incumbent local exchange carrier. )

As discussed in Exhibit 3 ofits Petition, Network Plus has a management team with excellent
credentials and experience in the telecommunications industry. This management tearn has been
successful in operating an advanced telecommunications network combining resale, facility and
enhanced components. The management team continually develops plans for improving the network
and providing innovate services to its customers.
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SMALL AND MINORITY OWNED TELECOMMUNICATIONS
BUSINESS PARTICIPATION OF NETWORK PLUS, INC.

Poli tement

Network Plus, Inc. (Network Plus) acknowledges the importance of supporting the
participation of small and minority owned telecommunications businesses in the telecommunications
industry and the overall general business participation in the Tennessee telecommunications business
operations. It is the policy of Network Plus to provide small and minority owmed
telecommunications businesses an opportunity to compete for contracts and subcontracts for goods
and services to Network Plus. Network Plus is committed to the identification and selection of
qualified small and minority owned telecommunications businesses in this respect.

Further, with respect to its Tennessee business operations, it is the policy of Network Plus
to provide information on programs, if any, to provide technical assistance to small and minority
owned telecommunications businesses when and where available in Tennessee.

Network Plus acknowledges its obligation to contribute its share to the fund established by
the Department of Economic and Community Development in accordance with Section 16 of
Chapter 408 of the Public Acts of 1995 (the "Act") for the purpose of funding the Small and
Minority Owned Telecommunications Business Assistance Program, which provides for loan
guarantees, education services, and technical assistance and services.

Definitions
"Act" - Section 16 and 17 of Chapter 408 of the Public Acts of 1995.

"Network Plus, Inc.” or "Network Plus", a Massachusetts corporation and wholly-owned
subsidiary of Network Plus Corp., with administrative offices located at 234 Copeland Street,
Quincy, MA 02169; telephone number is 617-786-4000 and the facsimile number is 617-786-8406.

"Minority Owned Telecommunications Business" - a telecommunications business which
is solely owned, or at least fifty-one percent (51%) of the assets or outstanding stock of which is
owned, by an individual who personally manages and the daily operations of such business, and who
1s impeded from normal entry into eéconomic mainsteam because of race, religion, sex or national
origin and such business has an annual gross receipts of less than four million dollars ($4,000,000),
or as otherwise modified or amended in the future by the legislature for the State of Tennessee:

a) "Personally Manages" in this context shall mean actively involved in the day-
to-day management.
b) "Controls” in this context shall mean exercising the power to make policy

decisions.
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¢) "Who is impeded from normal ertrv” in this context shall mean individuals
who have been subjected to racial or ethnic prejudice or cultural bias because
of ther identity as a member of a group without regard to their qualities as
individuals and as provided in the regulation implementing Section B(2) and
7(j) of the Small Business Act, as amended by the Business Opportunity
Development Reform Act of 1988, and Business Opportunity Development
Reform Act Technical Corrections Act, (15 U.S.C. 67(a) and 636(3)), as
amended by Pub. L. 100-656 and Pub. L. 101-37.

"Small Telecommunications Business" - A telecommunications company with annual gross
receipts of less than four million dollars (§4,000,000), or as otherwise modified or amended in the
future by the legislature for the State of Tennessee.

"Subcontract” - Any agreement (other than one involving an employer-employee
relationship) entered into by Network Plus with 2 non-affiliated company or individual calling for
the direct or indirect purchase of raw materials, components, supplies and services needed to support
Network Plus’ operations.

Goals

The goals of Network Plus’ Small and Minority Owned Telecommunications Business
Participation Plan ("Plan") is to identify small and minority owned telecommunications businssses
that are qualified to provide goods and services and to promote awareness among these businesses
of the opportunities to develop business relationships with Network Plus.

Plap Implementation

When appropriate, Network Plus will invite bids, issue reports for proposals, or otherwise
solicit offers from small and minority owned telecommunications businesses, except in the case of
emergencies, or in cases where Network Plus is bound by contract to purchase goods and services
from other sources, to fumish specified goods or services to Network Plus in furtherance of its
Tennessee operations.

lan injstratio

In conducting its business affairs in Tennessee, Network Plus will appoint one of its
employees as the Admimstrator of the Plan. The Administrator will be responsible for obtaining and
utilizing available resousces for identifying small telecommunications business and minority owned
telecommunications businesses interested and qualified in furnishing goods and services to Network
Plus and to cultivate an awareness among such businesses as to any opportunities to develop
business relations with Network Plus. The Administrator will also serve as resource for technical
assistance to small telecommunications businesses and minority owned telecommunications business
and will refer such businesses to sources of information and other technical assistance.

2
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Plap Administrator

The administration of this Plan will be under the direction of (hereinafter called the

"Admirustrator”):

Ms. Lisa Korner —
Director of New Market Development
234 Copeland Street

Quincy, Massachusetts 02169

Telephone: 800-552-5254
Facsimile 617-786-8406

The duties of the Administrator are, among other things:

1.

2,

To develop policies and procedures to assure success of the Plan

Te maintain a current Plan acceptable 10 the Tennessee Regulatory Authority.

To conduct certification surveys as to the status of suppliers.

10 establish and maintain 2 database and records in support of the Plan pursuant to
the requirements of the Tennessee Regulatory Authority.

To search diligently for qualified small and minority owned telecommunications
businesses and concerns through:

a.

C.

d.

The Small Business Administration’s Procurement Automated Source
System {(PASS), and publications of the Office of Minonty Business Data
Center in the Department of Commerce and the Office of Minority Small
Business and Capital Ownership Development in the Small Business
Administration.

Local and national associations and Minority Supplier Development councils.
Participation in trade fairs and industry meetings.

Advertisement in industry and local publications.

To prepare and submit such forms and information as may be required by the
Tennessee Regulatory Authority.
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Maintain liaison and cooperation with the Tennessee Regulatory Authority, and other
agencies of the State of Tennessee to find and utilize qualified business concerns
defined herein.

8. To support activities for assisting buyers in locating and qualifying the business
concerns defined herein. ..

9. To provide required records and reports and cooperate in any authorized surveys by
the Tennessee Regulatory Authority.

Compliauce Reports

Network Plus will submit reports, as may be required, for use in comnection with
subcontracting plans by the Tennessee Regulatory Authority and/or the State of Tennessee. Network
Plus will cooperate fully with all reasonable and appropriate surveys or studies required by the
contracting agency in determining program compliance. However, Network Plus reserves the right
to designate documents, reports, surveys and/or studies as "confidential” or "proprietary."

Record Maintenance

Network Plus will maintain records relating to Network Plus® Small and Minority Owned
Telecommunications Business Participation Plan for the purpose of evidencing the implementation
of this policy, for use by Network Plus in evaluating the effectiveness of the Plan and in obtaining

the goals of the Plan, and for use in updating the Plan on an annual basis with the Tennessee
Regulatory Authority, or as otherwise required.

ADOPTED THIS 27 day of August, 1998.

Network Plus, Inc.

BY:A% <

2492311




SEP-04-98 16:35 FROM: SWIDLER BERLIN SHEREFF FR ID:202424764S PAGE

SWI™ ER BERLIN SHEREFF FRIE {AN, LLP

)

n T
(202} 424-7500 AENCHN 2 DY 4
(202) 424-7647 (tclccopier/fax#) » 2nd Floor AT A U TH .

(302) 424.7643 (telecopier/fax) - 3rd Floor 00 o D
J L)E:’ 8 Pm l 2 ‘f

3000 K STREEY, NW, SUITE 300 &l ~ S /
WASHINGTGN, DC 200075116 ‘ 7 E’KD WO ?
I J

1202) 424-764S (telecopier/fax®) - 4th Floor

frours . e
FACSIMILE TRANSMITTAK iy -z, ETaRy

Today's Date: September 4, 1998 Time:
TRANSMITTAL TO:

Individual: Darrell Whitis

Company Name: Tennessee Regulatory Authority

Dircct Phone #

: 615-741-2904, ext. 132

Fax/Telecopier #: 615-741-2336

Total # of Pages: 3__ (including cover page)

Individual:

Direct Phone #:

TRANSMITTAL FROM:

Kathleen L. Greenan
202-424-6922

Attorney Code:

Biilling Code:

Message:

5200.01

if there is a pro

blem with this transmission, it is important that you notify:

Name: Tina Snoddy Phone #: 202-424-7752
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KATHLEEN L. GREENAN FACSIMILE (202) 424.7647 NEew YORK OFrrce
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DIRECT DIAL {202) 9456922 NEW YORK, NY 10022-9998
KLG@SWIDLAW.COM (212) 758-9500 FAX (212) 7589526
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September 4, 1998

V1A FACSIMILE

Mr. Darrell Whitis

Tennessee Regulatory Authority
460 James Robertson Parkway
Nashville, TN 37243-0505

Re:  Petition of Network Plus. Inc.
Dear Mr. Whitis:

As discussed, Network Plus tentatively plans to deploy a Class 5 local switch, and NEBS
compliant transmission gear in Tennessee in 1999. The Company is still evaluating various network
configurations, but expects to instal] equipment such as the Norte] DMS250 or Lucent SESS, and
either Nortel or Lucent OC48 systems. The Company would be happy to provide additional detail
to the Authority (should such information be required), once the specific technical plans are

developed.

Should you have any additional questions, please do not hesitate to contact me.

Respectfully submitted,

\f‘(w«%‘&.\)

Kathleen L. Greenan

cc: Ms. Lisa Komer

250668.)
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Scptcniber 4, 1998

YIA FACSIMILE

Mr. Darrell Whitis

Tennessee Regulatory Authornity
460 James Robertson Parkway
Nashville, TN 37243-0505

Re:  Docket No. 98-00581 -- Application of Network lus, Inc. For a Certificate of 4

Public Convenjence and Necessity as a Competing Telecommunications
Service Provider

Dear Mr. Whitis:

On August 24, 1998, the Tennessee Regulatory Authority released a notice of hearing in the
above referenced matter. Unfortunately, the Company representative will be out of the country on
September 22, 1998, the currently scheduled hearing date. On behalf of Network Plus, Inc., I
respectfully request that this hearing be rescheduled for a date after September 25, 1998. Ifa formal
motion, or any other procedural action is required, please let me know.

Should you have any questions, please do not hesitate to contact me.

Respectfully submirted,

i

Kathleen L. Greenen

ce: Ms. Lisa Korner

pais Y8
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Melvin Malone, Chairman 7 HUG 2‘1 Pm L‘ 3 1
Lynn Greer, Director .
Sara Kyle, Director :

460 James Robertson Parkway
S K Nashville, Tennessee 37243-0505

™

RO fl}.ECT\ETARY

NOTICE OF HEARING

DOCKET: 98-00581

PETITIONER: NETWORK PLUS, INC.

PETITIONER’S ATTORNEY: Kathleen L. Greenan

IN RE: Application of Network Plus, Inc. For a Certificate
of Public Convenience and Necessity as a Competing
Telecommunications Service Provider

DATE: August 24, 1998

Pursuant to T.C.A. §65-4-201 et seq., the Authority has scheduled a Hearing in the above-captioned proceeding for September
22,1998, at 10:30AM, in the Hearing Room on the Ground Floor at 460 James Robertson Parkway, Nashville, TN.

This Hearing will be conducted in accordance with the Tennessee Uniform Administrative Procedures Act, T.C.A. §4-5-101 et
'seq. All parties are entitled to be represented by counsel.

Any motion to change the date of this hearing must be made in writing, and filed with the office of the Executive Secretary of
the Authority, and directed to the Chairman of the Authority. Copies of the motion must be served on all parties.

Participants with disabilities who require special accommodations or alternate communications formats should contact the

Tennessee Regulatory Authority ADA-EEO/AA Coordinator/Officer, 460 James Robertson Parkway, Nashville, Tennessee
37243-0505, 1-800-342-8359 or TDD 741-3930 so that reasonable accommodations can be made.

FOR THE TENNESSEE REGULATORY AUTHORITY:

KA\ Wotetee2

K. David Waddell, Executive Secretary

cc: Parties of Record
Interested Parties

Telephone (615) 741-2904, Toll-Free 1-800-342-8359, Facsimile (615) 741-5015




N
- SWIDLER %55{{ COPY

KATHLEEN L. GREENAN B ERLIN e

- veoety
ATTORNEY-AT-LAW CHA”ERE‘D("‘ - D UTH

P v""\ “Q P‘*\ L‘ 10
July 17, 1998

DIRECT DiAL
(202)945-6922
KLGREENAN@SWIDLAW.COM

.“‘

ARY

1R
—

K. David Waddell, Executive Director
Tennessee Regulatory Authority

460 James Robertson Parkway
Nashville, Tennessee 37219

Re: Petition of Network Plus, Inc.

Dear Mr. Waddell:

Enclosed for filing on behalf of Network Plus, Inc. (“Network Plus”) are an original and eight
(8) copies of Network Plus’ Petition for a Certificate of Public Convenience and Necessity to
Provide Public Facilities-Based and Resold Local Exchange Telecommunications Services.
throughout the State of Tennessee. Also enclosed is a check in the amount $50.00 in payment of the .
requisite filing fee.

Please date stamp the enclosed extra copy of this filing and return it in the self—addreséed,

postage prepaid envelope provided. Should any questions arise concerning this filing, please do not
hesitate to contact the undersigned.

Respectfully submitted,

Kathleen L. Greenan

Counsel for Network Plus, Inc.
Enclosure

cc: James J. Crowley, Esq.
Phyllis A. Whitten, Esq. (w/o encl.)

244912.1
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KATHLEEN L. GREENAN B ERLIN

DIRECT DiaL

ATTORNEY-AT-LAW CHARTERED (202)945.6922
. KLGREENAN@SW[DLAW.COM
RECEIVED
July 17, 1998 ADMINISTRATIVE
VIA OVERNIGHT DELIVERY JUL 20 1997

K. David Waddell, Executive Director TN REGULATORY AUTHORITY
Tennessee Regulatory Authority

460 James Robertson Parkway ' M
Nashville, Tennessee 37219 :

Re: Petition of Network Plus, Inc.

Dear Mr. Waddell:

Enclosed for filing on behalf of Network Plus, Inc. (“Network Plus™) are an original and eight
(8) copies of Network Plus’ Petition for a Certificate of Public Convenience and Necessity to
Provide Public Facilities-Based and Resold Local Exchange Telecommunications Services

throughout the State of Tennessee. Also enclosed is a check in the amount $50.00 in payment of the
requisite filing fee.

ot

Please date stamp the enclosed extra copy of this filing and return it in the self-addressed,

postage prepaid envelope provided.  Should any questions arise concerning this filing, please do not
hesitate to contact the undersi gned.

Respectfully submitted,

NI A9 S
Kathleen L. Greenan

Counsel for Network Plus, Inc.

Enclosure
cc: James J. Crowley, Esq.
Phyllis A. Whitten, Esq. (w/o encl.)
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BEFORE THE
TENNESSEE REGULATORY AUTHORITY

In the Matter of the Petition of
Network Plus, Inc.

for a Certificate of Public Convenience and
Necessity to Provide Public Facilities-Based

and Resold Local Exchange Telecommunications
Services Throughout the State of Tennessee

Docket No. j&oé) Sy /

PETITION

L INTRODUCTION

| Pursuant to the provisions of T.C.A. §§ 65-4-201, Administrative Rules Chapter 1220-4-8,
and the Federal Telecommunications Act of 1996 (“Federal Act” or “Act”), 47 U.S.C. § 251 et seq., ;
Network Plus, Inc. (“Network Plus”or “Petitioner”) hereby files this Petition for a Certificate of
Convenience and Necessity to provide facilities-based and resold local exchange
telecommunications services throughout the state of Tennessee.

Consistent with the objectives of the Federal Act, the Tennessee Regulatory Authority
(“Authority”) has adopted a policy favoring competition in all telecommunications markets,
recognizing that it is in the public interest to develop effective competition to ensure that all
consumers, residential and business, will have access to high quality, low-cost, and innovative

telecommunications services, regardless of the chosen service provider. In support of its Petition,

Network Plus provides the following information:



IL. DESCRIPTION OF THE APPLICANT

1. Petitioner’s legal name is Network Plus, Inc. (“Network Plus”). Applicant maintains

its principal place of business at:

234 Copeland Street

Quincy, Massachusetts 02169
617/786-4000 (Tel)
617/786-8406 (Fax)

2. All correspondence, notices, inquiries or other communications pertaining to this

Petition should be addressed to:

Andrew D. Lipman, Esq.
Kathleen L. Greenan, Esq.
Swidler & Berlin, Chartered
3000 K Street, N.W., Suite 300
Washington, D.C. 20007
202/945-6922 (Tel)
202/424-7645 (Fax)

3. Questions concerning the ongoing operations of Network Plus following certification

should be directed to:

James J. Crowley

Executive Vice President
Network Plus, Inc.

234 Copeland Street

Quincy, Massachusetts 02169
617/786-4000 (Tel.)
617/786-8406 (Fax)



4, Network’s principal officers are:

Name Positions

Robert T. Hale Chairman of the Board of Directors

Robert T. Hale, Ir. Chief Executive Officer, President and Director

James J. Crowley Executive Vice President, Secretary and Director

Steven L. Shapiro Treasurer, Chief Financial Officer and Vice
President of Finance

Kevin B. McConnaughey Vice President and General Manager of International
Services

Steven Stanfill Vice President of Network Services

The business address for each of the above is:

234 Copeland Street

Quincy, Massachusetts 02169
617/786-4000 (Tel)
617/786-8406 (Fax)

5. While Network Plus does not have corporate offices in Tennessee at this time, -

Network Plus may open offices in Tennessee in the future.

6. Network Plus will maintain the following toll-free customer service telephone
number: 1-800/225-5089.
7. The Petitioner is a Massachusetts corporation in good standing and qualified to do

business in the State of Tennessee. A copy of Network’s Articles of Organization and Certificate
of Authority to Transact Business in Tennessee are attached hereto as Exhibit 1.

8. Network Plus is financially qualified to provide facilities-based and resold local
exchange telecommunications services in Tennessee. Network Plus has access to the capital
necessary to conduct its telecommunications operations as specified in this Petition. Network Plus
will rely upon the existing personnel, technological and financial resources to provide facilities-
based resold local exchange services. No additional investment will be needed to offer the proposed

-3-




services. In demonstration of its financial qualifications to provide the proposed services, Network
Plus has attached hereto as Exhibit 2 a copy of its financial statements for the quarterly period ended
March 31, 1998.

9. Network Plus is managerially qualified to provide resold and facilities-based local
exchange telecommunications services in Tennessee. Network Plus has acquired extensive
experience in providing a variety of telecommunications services to customers, and has developed
a management team with excellent credentials and experience in the telecommunications industry.
A summary of the managerial experience of Network’s key personnel is attached hereto as Exhibit 3.

10.  Network Plus is technically qualified to provide facilities-based and resold local
exchange telecommunications services in Tennessee. The Petitioner has an excellent Network
operations team, all of whom have extensive experience in developing and operating state-of-the-art -
telecommunications infrastructures. Network Plus is successfully providing a wide range of
telecommunications services in numerous states. Network Plus is authorized by virtue of
certification, registration, or on an unregulated basis to provide intrastate interexchange
telecommunications services in forty-nine (49) states. Network Plus is currently (or will be) seeking
authority to provide local exchange telecommunications services in the following states:
Connecticut, Florida, Georgia, Maine, Massachusetts, New Jersey, New Hampshire, New York,
Pennsylvania, Rhode Island, and Vermont. Network Plus has not been denied authority to provide
any telecommunications service in any state.

11.  Petitioner is familiar with and will adhere to all applicable Authority rules, policies

and orders governing the provision of local exchange telecommunications services.




III. PROPOSED SERVICES

12. Network Plus proposes to provide residential and business local exchange services
throughout the state of Tennessee. Initially, Network Plus plans to provide local exchange and
exchange access services in the existing service areas of BellSouth Telecommunications, Inc., but
seeks statewide authority so that it may expand into other service areas as market conditions warrant.

13.  Network Plus will offer all forms of local exchange telecommunications services on
a facilities-basis, including, but not limited to the following: (i) local exchange access services to
single-line and multi-line customers (including basic access lines, direct inward/outward PBX trunk
service, Centrex services, and ISDN); (ii) local exchange usage services to customers of Network’s
end user access line services; and (iit) switched and special carrier access services to other common
carriers. In addition, Applicant also intends to provide 911 and enhanced 911 emergency services, -
directory assistance and operator assisted calling, dual party relay services, and other miscellaneous
services currently provided by existing local exchange carriers.

This will be accomplished through a combination of its own facilities and through the resale
of the facilities of other certificated carriers. Network Plus is currently negotiating with BellSouth,
but has not yet executed an interconnection agreement with BellSouth. Network Plus will file a copy
of the agreement wifch the TRA upon its completion.

14. Network Plus will file an initial local exchange tariff, with its services and rates, once
its completes interconnection negotiations with BellSouth and prior to commencing service.

15. Network Plus will bill its customers directly, using industry-accepted methods of

billing and collection. Attached hereto as Exhibit 4 is a copy of Network’s sample customer bill.




IV. CONCLUSION

The telecommunications industry is growing and changing at an impressive pace. The entry
of Network Plus into the local exchange market will enhance competition in the provision of
telecommunications services within the State of Tennessee as prescribed by the Tennessee
legislature in Chapter 408 of the Public Acts of 1995 and by the Federal Telecommunications Act
of 1996. Network Plus will bring significant benefits to telecommunications users in the State of
Tennessee. Petitioner’s expertise in the telecommunications sector will permit it to select the most
economic and efficient services, thereby providing subscribers with a better combination of price,
quality, and subscriber service than other carriers. Accordingly, Petitioner anticipates its proposed
service will provide subscribers with better quality services and will increase consumer choice of
innovative, diversified, and reliable service offerings.

Wherefore, Network Plus, Inc. requests that the Tennessee Regulatory Authority approve its
Petition for a Certificate of Public Convenience and Necessity to provide facilities-based and resold
local exchange telecommunications services throughout the State of Tennessee.

Respectfully submitted,

AndrewD. Lipman, Es

Kathleen L. Greenan, Esq.

SWIDLER & BERLIN, CHARTERED
3000 K Street, N.W., Suite 300
Washington, D.C. 20007-5116
202/424-7500 (Tel)

202/424-7645 (Fax)

Dated: % /7, /77/
242230.1
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Exhibit 1

Articles of Organization
and
Certificate of Authority to Transact Business in Tennessee




The Commonwealth of Massachusetts

Office of the Secretary of State
Michael J. Connolly, Secretary

March 28, 1990
TO WHOM IT MAY CONCERN:
I hereby certify that Network Plus, Inc.
appears by the records of this office to have been incorporatea
under the General Laws of this Commonwealth on March'27, 1990
I further certify that so far as appears of record here, said

corporation still has legal existence.

IN TESTIMONY of which, I have hereunto
affixed the Great Seal of
the Commonwealth on the

date first above written.

At} th

Secretary of State

Imf
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Network Plus, Inc.

The purpose for “which ks

To
To
To
To

To

corporation is formad 15 as Yiilows:

operats ané conduc* telemarketing ang telscommunicaticns
facilities, services, and oreraticns, and ralatagd

activities and businessas;

sell coods, warss, merchandisa;

engage in other business activities necessary
out the foregoing; .

buy, sell, hold, lease, mortgage real proverty and
items of personal prorerty; and

eéngace in any other business activity permitted by
the Gereral Laws of Massachusetts.

to carcy

. e Lo . oo copirate % | 3« 8
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5. Trerestictions. if any. imposed by the Aricles of Organization upcn the razsfer of shares of stock of any class are as
fellows:

No rasstrictions are imgosed by the Articles of Organization.
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See continuation sheet

*If there are no provisions state “None™.




Continuazion Sheet 4a

PROVISIONS a3 =0 INTEXCCYMPANY DT2-.-NES

The Corpeoraticn fl&Y enter into contracts cr transacs
zusiness wizh one or acres of its cirectors, officers or
stcckheldsrs o wizh &Y corporation, orcanizaticn or cthar
SSnCEIT In WRIch anv cn2 or mors of its dirscis-s, officers cx
sTockicldzrs ar-s dizsczors, ciiicers, stcckhcldsrs o- are
cTlerwise intsrsstad and may entar into other contracts or
TI2ns=cTicns L which &y one or acra of its dizsctors, cfficars
CI sIockihcldéass is in any way interested; and, in the abssnce c¢f
Izaud, no such ccntract or transaction shall ke invalidated or in

1Y way aiiscted by the fact that such directors, officers cor
l2rs of the Corporation have or may have interests which
Cht be adverse to the interest of the Corporaticn even
Though the vota or action of directors, officers or stockholders
having such adverse interests may have been necessary to obligats
the Corporation upon such contract or transaction. At any
meeting of the Board of Directors of the Corporation (or of any
Culy authorized committee thersof) at which any such contract cor
transaction shall be authorized or ratified, any such director or
directors may vote or act thereat with like force and effact as
iZ he had no such interest, provided in such case the naturs qf
such interest shall be disclosed or shall have been known to the
directors or a majority thereof. a general notice that a
director or officer is interested in any corporation or other
concern oI any kind above referrad to shall be a sufficient
disclosure as to the nature of such interest of such director or
cfficer with respect to all contracts and transactions with such
corporation or other concern. No director shall be disqualified
fzcm holding office as director or officer of the Corporation by
T2ason oI any such adverse interests, unless the Board of
Directors shall determine that such adverse interest is
Cetrimental to the interests of the Corporation.

PROVISIONS RELATIVE TO THE PLACE OF
MEETINGS OF STOCXHOLDERS

Meetings of stockholders of the Corporation may be held anywhere
in the United States.

PROVISIONS RELATIVE TO MARING, AMENDING
AND REPEALING BY-LAWS

The 3Sy-laws of the Corpcration may provide tha= tas dirsctors (zs
well as the stockholders) may make, amend or rapeal the by-laws
in whole or in part to the extent permittad by law, subiect to

the limitaticns contained in such By-laws.

PROVISIONS RELATIVE TO BECOMING A PARTNER

The Corporation may be a partner in ANY business enterprise which
the Corporation would have the power to conduct by itself.




By-1aws Ol the S0m | aion s s moan
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9. Thelcilowing miomziion shaid netier any sumeie ma ez 22253 cemmanent sam oftne Amizies o Orzzaizasa- i ma
soporation

President:
Rober+ 7.

483 E. Broadway
So. Boston, MA 02127

Treasurer:
Judith B. 60 Country Way

Northampton, Ma 01060°
Clerk: :

Judith 60 Country Way
Northampton, MA 01060
Directors:
Robert 483 E. Broacdway

So. Boston, MA 02127

Judith 60 Country way

Northampton, MA 01060

¢. The date initiaily adopted or which the corporaticn's fiscal year ends is:
December 31

POST OFFICE ADDRESS

483 =. 3roadway
Sc. 2osten, Ma 02127

60 Country Way
Northampton, MA 01040

60 Country Way -
Northampton, Ma 01060
483 E. Broacdway

So. Boston, Ma 02127

60 Country Way
Northampton, Ma 01060

d.  The date iaitially fixed in the by-iaws jor :k2 annual Teeting of stockholders of the corporation is:

The second Tuesday of February

e. Tre name and cusiness address of PreTesicen: 2g2nt. :fany, of the corporation is:
Ncne 7
INWITNESSWHERE S Eg:d urdariiszaniives 27zenun the INCORPORATORS. sightsitnese Armicias o Orzanizznaa
Wis 26th cively March, 1990
. \ b
\
\\ ! -
Lole A : , - /
g:_‘ | (=
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The signature of each m.: seporarsr which is not a natural person inust be an individual who shall show the capacity in which he “c::.
and by signing shali represest snder the penaltics of perjury that he is duly authorized on its behalf 10 sign these Anicles

Organization,




S -, - .. TEE COMMONWEALTH OF MASSACHUSETTS

S

ARTICLES OF ORGANIZATION

CENERAL LAWS, CHa PTER 1563, SECTION 2

LY

| herezy cemify thap, =2O% 2n examinaiion of ine
SiRI-written aricies ororganization, duly subrmitted 1o
Te it appears thar the Frevisions of ihe General Laws
relatve 0 the orzar:zation of SOTporations have heen
compiied with. and | herasy aoprove said articlas: and
ihe filing fee in the amount NS SO having been
Faid. said aricles are dzemedto have beei filed wit

Sie
this &-7 ¢_day of rY‘pA 1940

Effeciiva date

MICHAEL":IOS‘EPH CONNOLLY
Secretary of State

. PHOTO COPY OF ARTICLES OF ORGANIZATION TO BE SENT
TO BE FILLED IN BY CORPORATION

TO:

................

..... 31, Trumbnll Roaa
«...Nerthamsiea, Ma 0las0.............. ...

.....................

FILING FEE: 1/20 of 1% of the total amount of the authorized capital
stock with par value, and one cent a share for all authorized shares with-
\ out par value, but not less than $130. General Laws, Chapter 156B.
Shares of stock with 3 par value less than vne doilar shall be deemed 1o
have par value of one dollar per share.




P

APPLICATION FoR CERTIFICATE OF AUTHORITY FOR Lo

"x'va

| to the provisions of Section 48-25-103 of the Tennessee Business Corporation Act, the undminwd cor-
ponﬁonwmpua for a certificate of authority to transact business in the State of Tennessee, and for that pur-
pose sets forth:

1. The name of the corporation is _____ Network Plus, Inc,

If different, the name under which the certificate of authority is to be obtained is

3

[NOTE: The Secretary of State of the State of Tennessee may not issue a certificate of authority to a foreign corpora-
tion for profit if its name does not comply with the requirements of Section 48-14-101 of the Tennessee Business Cor-
poration Act. If obtafning a certificate of authority under an assumed corporate name, an application must be filed
pursuant to Section 48-14-101(d).)

2. The nate or country under whose law it is incorporated is___Massachusetts

3. The date of its incorporationis_March 27, 1990 __ (must be month, day, and year), and the period
of duration, if other than perpetual, is

4. The complets street address (including zip code) of its principal office is

] W olony Drive uinc MA Norfolk 02169

Street City State/Country Zip Code

5. The complete street address (including the county and the zip code) of its regist=red office in this state is
306 Gay Street, Suite 200, Nashville, TN, Davidson, 37201

Street City/State County Zip Code

The name of its registered agent at that office is
Corporation Service Company

6. The names and complete business addresses (including zip code) of its current officers are:  (Attach separate sheet
ifm.)
Robert T. Hale, Jr., President, 300 Crown Colony Dr., Quincy MA 02169

Judith B. Hale, Treasurer, JUU Crown colony Dr., Quincy MA UZ169
JUudith B. Hale, Secrerary, 3U0 Trownm Colony Dr., QUincy MR 02169

7. The names and complete business addresses (including zip code) of its current board of directors are:  (Attach
separate sheet if necessary.)

Robert T. Hale, Jr., 300 Crown Colony Drive, Quincy MA 02169
Judith B. Hale, 300 Crown Colony Drive, Quincy, MA U0ZI&J

8.mmmhnwmmfmmm.
9. If the document is not to be effective upon filing by the Secretary of State, the delayed effective date/time is
19 (date), (time).

[NOTE: A delayed effective date shall not be later than the 90th day after the date this document is filed by the Secretary
of State.)

[NOTE: This application must be accompanied by a certificate of existence (or a document of similar import) duly
authenticated by the Secretary of State or other official having custody of corporate records in the state or country
under whose law it is incorporated. The certificate shall not bear a date of more than one (1) month prior to the date
the application is filed in this state.]

D#&.L Z /997 Ing.

Signature Nune of
President J‘f‘"
Signer’s Capacity

__ _Robert T. Hale, Jr.
@ss-«sn Rev. 8/89) Name (typed or printed) Filing Fee: $300.00
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NETWORK PLUS, INC.
BALANCE SHEETS
(Unaudited)

March 31, December 31,
1998 1997
ASSETS
CURRENT ASSETS
Cash and cash equivalents $270,761 $1,502,426
Accounts receivable, net of allowance for doubtful
accounts of $554,041 and $925,964, respectively 16,566,575 16,926,985
Marketable securities 65,447 64,649
[nvestments 3,570,000 3,570,000
Prepaid expenses 885,221 414,657
Other current assets 114,639 112,476
Total current assets 21,472,643 22991,193
PROPERTY AND EQUIPMENT, NET 6,719,457 6,957,475
OTHER ASSETS 164,104 102,663
TOTAL ASSETS $28,356,204 $29,651331
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES )
Accounts payable $19,049,701 $17,445,256
Accrued liabilities 2,562,906 2,245,099
Revolving line of credit 1,870,000 4,510,000
Notes payable to stockholders 1,755,000 1,755,000
Current portion of debt and capital lease obligations 5,311,469 5,694,324
Total current liabilities —30549,076  ~ 3JIBA9679
LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS 3,338,635 3,623,051
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY
Common stock, no par value, 20,000 shares authorized,
100 shares issued and outstanding - .
Paid-in capital 283,064 283,064
Retained earnings (deficit) (5.814,571) (5,904,463)
Total stockholders' equity (5.531,507)

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 5 28 353'20 ; 329,551 331

The accompanying notes are an integral part of the financial statements.
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NETWORK PLUS, INC.
STATEMENTS OF OPERATIONS AND RETAINED EARNINGS
(Unaudited)

Three Months
Ended March 31,
1998 1997
Revenue $25,201,595 $24,740,486
Direct cost of revenue 18,835,796 19,110,436
Gross profit 6,365,799 5,630,051
Selling, general and administrative expenses 5,555,058 5,126,365
Depreciation and amortization 467,768 156,495
6,011,826 5,282,820
Operating income 353,973 347,231
Other income (expense):
Interest and dividend income 3,460 21,845
Other income, net 21,035 15,528
Interest expense (285,415) (82,510)
(260,092) (45,137)
Income before state income taxes 93,053 302,094
Provision for state income taxes - 25,543
Net income $ 93,053 $ 276,551
1
Retained earnings (deficit), beginning (3,811,872) 3,817,845
Distributions to stockholders (3,161) (286,001)
Retained earnings (deficit), ending $(3,721,980) $3,808 395
- ]

The accompanying notes are an integral part of the financial statements.
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NETWORK PLUS, INC.

STATEMENTS OF CASH FLOWS

(Unaudited)

Cash flows from operating activities:

Net income
Adjustments to reconcile net income to net cash provided
by (used for) operating activities:
Depreciation and amortization
(Gain) loss on disposal of fixed assets
Provision for losses on accounts receivable
Exercise of Tel-Save common stock warrants
(Increase) decrease in assets:
Accounts receivable
Prepaid expenses
Other current assets
Other long-term assets
(Decrease) increase in liabilities:
Accounts payable
Accrued liabilities
Net cash provided by operating
activities
Cash flows from investing activities:
Proceeds from disposal of fixed assets
Capital expenditures
Purchase of marketable securities
Net cash used for investing activities
Cash flows from financing activities:
Net proceeds from (payments to) line of credit
Payments of debt and capital lease obligations
Distributions to stockholders
Net cash provided by (used for) financing
activities
Net increase (decrease) in cash
Cash at beginning of period
Cash at end of period

The accompanying notes are an integral part of the financial statements
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Three Months
Ended March 31,
1998 1997
$ 93,053 276,551
467,768 156,495
(7,894) -
246,451 327,028
= (lemlm)
113,959 (2,690,553)
(470,564) (7,739)
(2,163) 33,342
(61,441) (20,000)
1,604,445 5,402,695
317,807 (453,004)
2,301,421 . 924,815
16,647 -
(238,503) (553,020)
(798) (720)
(222,654) (553,740)
(2,640,000) 1,100,000
(667,271) (47,580)
(1,236,647) (286,001)
(3.310,432) 766,419
(1,231,665) 1,137,494
1,502,426 2,240,869
s_20761 3378363



REPORT OF INDEPENDENT ACCOUNTANTS

To the Stockholders of
Network Plus, Inc.:

We have audited the accompanying balance sheets of Network Plus, Inc. as of December 31, 1997 and
1996, and the related statements of operations and retained earnings and cash flows for each of the
three years in the period ended December 31, 1997. These financial statements are the responsibility of

the Company’'s management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating

the overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion. :

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Network Plus, Inc. as of December 31, 1997 and 1996, and the results of its -
operations and its cash flows for each of the three years ended December 31, 1997, in conformity. with
generally accepted accounting principles.

Boston, Massachusetts
March 11, 1998

(Dual date to be determined for discussion of refinancing] '
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NETWORK PLUS, INC.
BALANCE SHEETS

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful
accounts of $925,964 and $850,000, respectively
Marketable securities
Investments
Prepaid expenses
Other current assets
Total current assets

PROPERTY AND EQUIPMENT, NET
OTHER ASSETS

TOTAL ASSETS
LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts payable
Accrued liabilities
Revolving line of credit
Notes payable to stockholders
Current portion of debt and capital lease obligations
Total current liabilities

LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY
Common stock, no par value, 20,000 shares authorized,
100 shares issued and outstanding
Paid-in capital
Retained earnings (deficit)
Total stockholders' equity
TOTAL LIABILITIES AND STOCKHOLDERS'
EQUITY

December 31,

1997 1996
$1,502,426 $2,240,869
16,926,985 14,973,825

64,649 61,570
3,570,000 2,092,591

414,657 308,043

112,476 93,069
22,591,193 19,769,967

6,957 475 3,075,382

102,663 69,480

—

$17,445,256 $14,023,353

2,245,099 1,933,702

4,510,000 2,000,000
1,755,000 -

5,694,324 192,821

31,649,679 18,149,876

3,623,051 664,044

283,064 283,064
(5,904,463) 3,817,845

r [I [U Ul; U ;

$29,651,331 $22,914,829
e ______] ]

The accompanying notes are an integral part of the financial statements.
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NETWORK PLUS, INC.

STATEMENTS OF OPERATIONS AND RETAINED EARNINGS

Revenue
Direct cost of revenue
Gross profit

Selling, general and administrative expenses

Depreciation and amortization
Operating loss
Other income (expense):
Interest and dividend income
Other income (expense) net
[nterest expense
Income (loss) before state income taxes
Provision for state income taxes
Net income (loss)
Retained earnings, beginning
Distributions to stockholders

Retained earnings (deficit), ending

Year Ended December 31,

1997 1996 1995
$98,209,097 $75,134,648 $49,023,909
78,106,311 57,207,673 35,064,525
25,703,695 19,224,460 17,697,651
993,609 538,986 275,814

26,697,304 76346 17973365

85,710 94,663 202,283
(2,013.497) 3,529,529 7 858,709
(557.091) (312.283) (39.780)
(9,079,296) 1475438 4,007,131
41,750 60,000 311,768
§(9,121,046)  § 1415438  §3,695363
4 3
3,817,845 3,639,054 1,834,047
601,162)  (1.236647)  (1,890,356)
§(5904363)  $3817,845  $ 3,639,054
e — 4

The accompanying notes are an integral part of the financial statements.
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NETWORK PLUS, INC.
STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income to net cash
provided by (used for) operating activities:
Depreciation and amortization
(Gain) loss on disposal of fixed assets
Provision for losses on accounts receivable
Amortization of AT&T credits
Exercise of Tel-save common stock warrants
received as consideration
Valuation of Tel-Save common stock
warrants
received as consideration
Proceeds from sale of Tel-Save common
stock
Gain on sale of Tel-Save common stock
(Increase) decrease in assets:
Accounts receivable
Prepaid expenses
Other current assets
Other long-term assets
(Decrease) increase in liabilities:
Accounts payable
Accrued liabilities
Net cash provided by (used for)
operating activities
Cash flows from investing activities:
Proceeds from sale of fixed assets
Proceeds from sale of fixed assets to affiliate
Capital expenditures
Purchase of marketable securities
Proceeds from sale of marketable securities
Net cash used for investing
activities
Cash flows from financing activities:
Net proceeds from line of credit
Preceeds from note payable
Proceeds from notes payable to stockholders
Proceeds from sale and leaseback of fixed
assets
Payments on debt and capital lease
obligations
Distributions to stockholders
Net cash provided by (used for)
financing activities
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Year Ended December 31,

1997 1996 1995
$(9,121,046) $1,415,438 $3,695,363
993,609 532,632 275,814

(178) 380 -
4,104,382 1,101,537 887,231

- (1,810,003) (2,436,491)

(3,570,000) (2,800,000) -

2,092,591 (2,092,591) -

- 4,167,000 -

- (1,367,000) -
(6,057,542) (1,584,767) (7,967,503)
(106,614) (217.838) (60,152)
(19,407) 11,110 198,035
(33,183) (12,753) 484,413
8,021,903 4,146,491 6,726,920
311,397 (438,301) 659,391
(3,384,188) 1,051,335 2,463,021

9,000 - -

- 33,920 535,435
(3,363,167)  (2,135,049) (859,969)
(3,079) (3,002) -

- 90,000 140,751

(3,357,246) (2,014,131) (183,783)
2,510,000 2,000,000 -

- 1,000,000 -
1,755,000 - -
3,450,000 - -

(1,110,847) (167,415) (13,095)
(601,162) (1,236,647) (1,890,356)
6,002,991 1,595,938 (1,903,451)



Net increase (decrease) in cash (738,443) 633,142 375,787

Cash at beginning of year 2,240,869 1,607,727 1,231,940
Cash at end of year $1,502,426 $2,240,869 $1,607,727
Supplemental disclosures of cash flow
information:
Cash paid during the year for:
[nterest $ 498,176 $ 298,075 $ 39780
Income taxes $ 14,309 $ 242532 $ 167,489
=

The accompanying notes are an integral part of the financial statements
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NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business Activity

Network Plus, Inc. (the "Company”) is a switch-based carrier and switchless reseller of long distance
telecommunications services, principally to small and medium-sized businesses throughout the United
States. Revenues are derived from the sale of domestic and international telephone services, calling
cards, debit cards and paging services. The Company operates two telephony switches, located in
Quincy, Massachusetts and Orlando, Florida, and contracts with Sprint Communications Company, LP

(“Sprint”) to provide switching and dedicated voice and data services for a portion of the Company’s
telecommunications traffic.

Revenue Recognition and Accounts Receivable
Telecommunication revenues and accounts receivable are recognized when calls are completed or

when services are provided. Accounts receivable include both billed and unbilled amounts, and are
reduced by an estimate for uncollectible amounts.

Cash Equivalents

All highly liquid cash investments with maturities of three months or less at date of purchase are
considered to be cash equivalents.

Property and Equipment

Property and equipment are recorded at cost and are depreciated using the straight-line method over
the estimated useful lives of the assets. Leasehold improvements are amortized over the shorter of the
lease term or the estimated useful life of the improvements. Upon retirement or other disposition of

property and equipment, the cost and related depreciation are removed from the accounts and the
resulting gain or loss is reflected in earnings.

Capital Leases

Capital leases, those leases which transfer substantially all benefits and risks of ownership, are
accounted for as acquisitions of assets and incurrences of obligations. Capital lease amortization is
included in depreciation and amortization expense, with the amortization period restricted to the lease
term. Interest on the related obligation is recognized over the lease term at a constant periodic rate.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect amounts reported in the financial
statements and accompanying notes. Actual results could differ from those estimates.
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NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxes

Effective March 1, 1992, the Company elected by the consent of its stockholders to be taxed under the
provisions of Subchapter S of the Internal Revenue Code. Under those provisions, the Company does
not pay corporate federal income taxes on its taxable income. Instead, the stockholders are liable for
individual income taxes on their share of the Company's taxable income. The Company continues to

pay state income taxes in those states that do not fully recognize the Subchapter S provision and states
which collect certain franchise taxes.

Concentration of Risk

Financial instruments which potentially subject the Company to concentrations of credit risk consist
primarily of trade accounts receivable. [n addition, risk exists in cash deposited in banks that may, at
times, be in excess of FDIC insurance limits. Cash balances are managed daily to reduce revolving
credit borrowings. The trade accounts receivable risk is limited due to the breadth of entities
comprising the Company's customer base and their dispersion across different industries and
geographical regions. The Company evaluates the credit worthiness of customers, as appropriate, and
maintains an adequate allowance for potential uncollectible accounts.

Reclassifications

Certain amounts in the financial statements for prior years have been reclassified to conform with the'

current year presentation. Such reclassifications had no effect on previously reported results of
operations.

2. RELATED PARTY TRANSACTIONS

In December 1997, the Company’s stockholders issued the Company loans totaling $1,755,000. Interest
on the loans accrues at the prevailing prime rate (8.5% at December 31, 1997) and is payable monthly.
There is no required period for principal repayment. The loans are expected to be repaid in 1998 and,
accordingly, have been classified as a current liability in the accompanying balance sheet.

The Company had a service arrangement through May 1997 with a marketing company, the
shareholders of which have a controlling interest in the Company. The marketing company provided
services relative to establishing, training and expanding the Company's sales organization. For the
years ending. December 31, 1997, 1996 and 1995, the amounts paid to the marketing company were
$55,000, $132,000 and $197,000, respectively.
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NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED
2. RELATED PARTY TRANSACTIONS (CONTINUED)
Office space, located in Quincy, MA, is leased from a trust, the beneficiaries of which are the same as
the stockholders of the Company. The Company makes monthly rental payments of $35,900. In each
of the years ending December 31, 1997, 1996, and 1995, the amount paid to the trust was $431,000.
3. MARKETABLE SECURITIES

Marketable securities are as follows:

December 31, 1997

Cost Fair Value
U.S. obligations $2,649 $2,649
Other securities 62,000 62,000
$64,649 $64,649

December 31, 1997

Cost Fair Value
U.S. obligations $2,520 $2,520
Other securities 59,050 59,050
$61,570 $61,5/0

4. INVESTMENTS AND SALE OF CUSTOMER BILLING BASE
Investments are as follows:

December 31, 1997

Cost Fair Vaiue
Tel-Save Warrants $3,570,000 $3,570,000
e ——

December 31, 1996

Cost Fair Value
Tel-Save Warrants $2,092,591 $2,092,591




NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

4. INVESTMENTS AND SALE OF CUSTOMER BILLING BASE (CONTINUED)

In 1995, the Company sold three separate billing bases of customer accounts to other
telecommunications companies for cash totaling approximately $8,422,000 and warrants to purchase
shares of common stock of Tel-Save Holdings, Inc. (“Tel-Save”). The cash received was recognized as
miscellaneous income in 1995. The Company was required to fulfill certain sales volume obligations in
order to exercise the warrants. As of December 31, 1995, the Company had not met those obligations
and, accordingly, had ascribed no value to the warrants.

During 1996, the Company met the sales volume obligations to exercise a portion of the outstanding
warrants. Certain of these warrants were exercised and common stock related to those warrants were
sold by the Company resulting in net proceeds and income of $1,367,000. The remainder of the
warrants that became exercisable in 1996 were subsequently exercised in 1997. These warrants were
classified as investments and were valued at approximately $2,092,000 at December 31, 1996 using an
established valuation model at the date of valuation. A total of approximately $3,459,000 was
recognized as miscellaneous income in 1996 relating to these warrants.

[n 1997, the Company met all of the obligations necessary to exercise the remaining warrants, and cash
payments totaling $3,570,000 were made to exercise all outstanding warrants. In total, warrants
exercised in 1997 entitle the Company to 765,000 shares of Tel-Save common stock, subject to the
registration of the shares by Tel-Save. The shares were registered in November 1997.

The agreements between Tel-Save and the Company require the transfer of ownership of the physical
shares of common stock from Tel-Save to the Company upon the Company meeting certain
requirements. The Company believes it has met these requirements and has requested consummation

of the transfer of ownership, which has yet to occur. The Company is pursuing legal remedies to
compel Tel-Save to honor the terms of the agreements.

Upon receipt of the physical shares of common stock, the Tel-Save common stock will be classified as
available-for-sale in accordance with SFAS 115. SFAS 115 requires that available-for-sale investments
that have readily determinable fair values be measured at fair value in the balance sheet and that
unrealized holding gains and losses for these investments be reported as a separate component of
stockholders’ equity until realized. At December 31, 1997, the warrants are valued at the amount of

cash paid in 1997. The $2.1 million valuation recorded in 1996 was reversed in 1997 due to the non-
marketable status of the warrants.
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NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

5. PROPERTY AND EQUIPMENT

December 31,
Estimated 1997 1996
Useful Life

Switching equipment 5 years $ 4,004,889 $ 1,513,908
Computer equipment 3-5 years 2,755,561 948,027
Office furniture and equipment 7 years 1,271,554 1,156,910
Purchased software 3 years 693,507 274,927
Motor Vehicles 5 years 174,850 174,850
Leasehold improvements Term of lease 130,533 91,677
9,030,894 4,160,299

Less accumulated depreciation :
and amortization (2,073,419) (1,084,917)
3 6,957 475 $ 3,075,882

In 1997, upon review of the Company's experience and expectations for upgrades and replacement of
equipment, the Company changed the estimated useful life of its switching equipment from 12 years
to 5 years. Depreciation expense in 1997 was approximately $136,000 more than what would have
otherwise been reported had the change in estimate not been made. Annual depreciation expense

related to these assets will be approximately $407,000 more through 2002 than what would have
otherwise been reported had the change not been made.

In August 1997, the Company entered into a sale and leaseback of its switching equipment. The
equipment was sold at book value, which approximates market value, and, consequently, no gain or

loss was recorded on the sale. The Company has the right to reacquire the equipment at the end of
the lease’s five-year term.
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NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

6. ACCRUED LIABILITIES

Accrued liabilities consist of the following:

December 31,

1997 1996
Accrued interest $ 60323 $ 14,208
Accrued salaries, wages, commissions and related taxes 297,053 444,249
Customer deposits 361,410 124,825
Accrued income and franchise taxes 765,589 879,247
Accrued taxes other than income and franchise 237,554 375,085
Other accrued liabilities 523,170 96,088

$2,245,099 $1,933,702

7. REVOLVING CREDIT AGREEMENT

The Company has a revolving line of credit with Fleet National Bank for borrowings up to $7,000,000,
including letters of credit, which expires on May 31, 1998. Borrowings in excess of $5,000,000 are
subject to a formula based arrangement based upon a percentage of accounts receivable. Interest is
payable monthly at the bank's prime rate or available LIBOR options. The revolving line of credit
requires the Company to meet certain debt service, liquidity and tangible net worth covenants. At
December 31, 1997, cash borrowings under the line of credit totalled $4,510,000 and letters of credit
issued in the ordinary course of business totalled $120,000. At December 31, 1996, cash borrowings
under the line totalled $2,000,000 and there were no outstanding letters of credit. The interest rate on
such borrowings was 8.5% at December 31, 1997 and 8.25% at December 31, 1996. The maximum
borrowings under the agreement in 1997 and 1996 were $5,000,000 and $3,000,000, respectively.
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NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

8. DEBT AND CAPITAL LEASE OBLIGATIONS

Debt and capital lease obligations consist of the following:

December 31,

1997 1996
Notes payable $4,600,000 $855,166
Capital lease obligations 4,717 375 1,699
9,317,375 856,865
Less current portion 5,694,324 192,821
$3,623 051 $664,044

The Company issued a promissory note, dated December 1, 1997, to Sprint for repayment of $4,600,000
previously classified as accounts payable. Monthly principal payments are required from )
February 1998 through the note's maturity on September 1, 1998. Interest accrues at a fixed rate of
9.75% per annum on the unpaid principal balance and is payable monthly.

In January of 1996, the Company entered into a five-year term loan agreement in the amount of
$1,000,000 at a fixed rate of 8.11% per year, secured by switching equipment. This loan was repaid in
October 1997. At December 31, 1996, the unpaid principal on the loan was $846,085.

The Company’s capital leases contain various covenants which, among other things, require specified
ratios of total liabilities to net worth and net income requirements.

The Company has received commitments for a $23 million revolving credit agreement from Fleet
National Bank. The revolving credit agreement will have a term of three years and will replace the
existing facility. Interest is payable monthly at the bank's prime rate or available LIBOR options. All
outstanding notes payable are planned to be paid in full with proceeds from the new facility.
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Managerial Qualifications




MANAGEMENT

Executive Officers and Directors

The following table provides certain information regarding the executive officers and

directors of the Company. N,

Name Age Positions

Robert T. Hale 60 Chairman of the Board of Directors

Robert T. Hale, Ir. 31 Chief Executive Officer, President and Director
James J. Crowley 33 Executive Vice President, Secretary and Director
Steven L. Shapiro 40 Treasurer, Chief Financial Officer and Vice

President of Finance

Kevin B. McConnaughey 40 Vice President and General Manager of International
Services

Steven Stanfill 44 Vice President of Network Services

Robert T. Hale is a co-founder of the Company and has served as Chairman of the Board
of the Company since its inception in 1990. Mr. Hale is a founding member of the
Telecommunications Resellers Association and has served as chairman of its Carrier Committee
since 1993 and served as Chairman of its Board from. May 1995 to May 1997. Mr. Hale was
president of Hampshire Imports, the original importer of Laura Ashley Womenswear to the U.S. and
a manufacturer of exclusive women's apparel, from 1968 to present.

Robert T. Hale, Jr., is a co-founder of the Company and has served as Chief Executive
Officer, President, and Director of the Company since its inception in 1990. He was previously
employed by U.S. Telecenters, a sales agent for NYNEX Corporation, from 1989 to 1990, where he
was among the Company's most successful sales representatives. Mr. Hale was a sales representative
at MCI from 1988 to 1989.

James 1. Crowley has served as Executive Vice President of the Company since 1994 and
became a Director in 1998. He was previously an attorney at Hale and Dorr LLP, a Boston law firm,
from 1992 to 1994.

Steven L. Shapiro has served as Treasurer, Chief Financial Officer, and Vice President of
Finance for the Company since July 1997. He served as Vice President and Controller of Grossman's
Inc., a public retailer of building materials, from 1993 to 1997, and as its Assistant Controller from

1986 to 1993. Mr. Shapiro served as a certified public accountant with Arthur Andersen & Co. from
1979 to 1986.




NETWORK PLUS

l Account Number ] [ Invoice for the Periocd 06701797 to 08/30/97 I | 81114ng Date
| T =

l

N Y
A TA
ACCOUNT CODE CALLS FROM
_
OATE TINE NUMBER CALLED PLACE CALLED WINUTES P CHARGE | OATE TIME NUMBER CALLED PLACE CALLED WINUTES P CHARGE
1
1. 8/23 08:55A (603) 876-4514 MARLBOROGM MM N 2.9 D  0.32 | 6/26 10:104 (603) 673-3333 MILFORD MM N 0.80 0.0
2. 6/23 12:56P (603) 883-3030 NASHUA NWN - 1.60  0.17 | 6/27 11:42A (603) 673-5511 MILFORD MM N 5.0 O 0.55
3. 6/23 03:56P (603) 889-3030 NASHUA NHN 210 0.23 | 6727 01:56P (603) 673-8611 MILFORD MM N 9.5 D 1.04
4. 6/24 08:44A (603) 352-1510 KEENE MHN 1,40 0.15 | 6/27 02:20P (603) 673-5511 MILFORD M4 N 2.5 D 0.27
5. 6/24 03:03P (603) 876-3351 MARLBOROGH NW N 1.2 D  0.13 | 6/27 02:24P (408) 286-6537 SAN JOSE CA N 0.80  0.09
§. 6/25 03:42P (207) 594-4446 ROCKLAND ME N 3.9D  0.43 | 6/30 08:254 (603) 673-3333 MILFORD MM N 0.7 D  0.08
7 6/25 03:47P (603) 352-6855 KEENE NH N 3.30  0.43 | 6/30 08:274 (603) 352-1510 KEENE NN 180 0.20
H €25 T1.82° 1503, 152-6855 KEENE NH N 1.7 0 0.19 : 6730 10:224 (603) 626-4400 MANCHESTER N N (.5 D 2.27
3. ©6/26 09:364 (603) 357-1896 KEENE NH N 7.6 0 0.83 |

TOTAL FOR CALLS FROM 17 CALLS

&
o
[ .3
o
8

ACCOUNT CODE CALLS FROM

DATE TIME NUMBER CALLED PLACE CALLED NINUTES P CHARGE DATE TIME NUMBER CALLED PLACE CALLED MNINUTES P CHARGE

—_—— —

10. 6/30 04:10P (704) 792-9594 CONCORD NCN 140 0.15

TOTAL FOR CALLS FROM 1 CALL 1.4 $.18
ACCOUNT CODE CALLS FROM
OATE TIME NUWBER CALLED PLACE CALLED MINUTES P CHARGE | DATE TIME NUMBER CALLED PLACE CALLED KINUTES P CHARGE
T

11. 6727 01:57P (603) 672-4978 MILFORD N4 N 0.70 0.08 | 6730 10:31A (603) 388-0550 NASMUA NN 8,80 0.96
12, 6/27 02:18P (203) 744-4372 DANBURY CTN 0.50 0.08 | 6/30 10:56A (617) 762-7200 NORWOOO MAN 080D 0.09
13, 6/27 03:17P (508) 555-1212 DIR ASST MA N 1.0 D 0.75 | 6/30 11:01A (508) §28-1111 FRANKLIN MA N 1,1 D 0.12
14, 6/27 04:29F (603) 673-4000 WILFORD MN 060 0.07 | 6730 11:03A (617) 782-7200 NORWOOD M N 13D 0.14
15, 6/28 09:11A (603) 673-4000 WMILFORD M N 2,1E 0.23 | 6/30 11:27A (401) 483-7500 PROVIDENCE RI N 3.8 D 0.41
16. 6/28 10:07A (603} 882-1571 NASHUA NN 1.6E 0.17 | 6/30 11:324 (617) 935-2000 WOBURN MA N 0.70 0.08
17. 6/28 11:52a (603) 672-4378 MILFORD NN O08E 0.05 | 6/30 02:19F (508) 635-9200 ACTON MAN 2,20 0.24
18. 6/28 01:53P (603) 666-3642 MANCHESTER NW N 1.0 € 0.11 | 6/30 02:31P (212) §66-1212 DIR ASST NY N 1.0 D 0.78
19. 6/28 03:01P (602) 423-5106 SCOTTSDALE AZ N 1.3 E 0.14 | 6/30 03:29P (212) §55-1212 DIR ASST NY N 3,00 0.78
20. 6/28 03:05P (603) 429-8474 MERRIMACK M N 0.5 E 0.05 | 6/30 04:19° (603) §72-4978 MILFORD NN 050 0.0§

TOTAL FOR CALLS FROM 20 CALLS 33.0 $5.29
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Exhibit 4

Sample Customer Bill
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Praviocus Balance $1,189.89
Payments & Credits $1,1689.89CR

Amount Past Due
Current Charges $1,351.96

REFLECTS PAYMENTS RECEIVED THROUGH JULY 1, 1998

For questions about your bill, call NetwoirXk Plus at (800) 230-6000

BILLING SUMMARY

Refer to your Network Plus account number:

MOVING TO A NEW LOCATION WITH NWEW PHONE LINES?
PLEASE BE SURE TO CALL OUR CUSTOMER SERVICE TEAM

ENSURE THESE NEW LINES ARE ADDED TO YOUR ACCOUNT
SO YOU CAN BNJOY YOUR LOW RATES FROM THE FIRST

ADDING ADDITIONAI TINES?

AT 1-800-230-6000 WITH THIS INFORMATION TO

MINUTE OF USAGE!

Page

NETWORK PLUS

PLEASE DETACH AND REMIT THIS PORTION WITH YOUR PAYMENT

ST I T e L //7,z %
AL TLANL LY

NETWORK PLUS, INC.
P.O. BOX 15609
WORCESTER, MA 01615-0609

10161506092!

Amount Due Payable on Receipt $1,351.96

| AMOUNT REMITTED $ - |




Kevin B. McConnaughey has served as Vice President and General Manager of
International Services for the Company since March 1997. From 1995 to 1997 he was Associate
Vice President of Business Development for Teleglobe International, where he was responsible for
work on Teleglobe USA's initial strategic plan, coordinating business development activities with
the RBOCs and negotiating and maintaining various international traffic arrangements with
international carriers. From 1990 to 1995, Mr. McConnaughey was employed by Sprint International
and held a variety of product management, international carrier relations and marketing positions.
Prior to joining Sprint International, Mr. McConnaughey was a regional manager for US Sprint's
international department and held a number of network planning and engineering positions with
GTE Sprint and Southern Pacific Communications.

Steven Stanfill has served as Vice President of Network Services of the Company since
1994. He served as Vice President of Network Operations at Ascom Communications, a
telecommunication services provider, from 1989 to 1994. From 1983 to 1989, Mr. Stanfill served
in various management capacities at National Applied Computer Technologies, a
telecommunications switching equipment manufacturer.

Each director serves until his or her successor is duly elected and qualified. Officers serve
at the discretion of the Board of Directors. Robert T. Hale, Jr. is the son of Robert T. Hale and Judith
B. Hale, and Judith B. Hale is the spouse of Robert T. Hale. There are no other family relationships
among the Company's executive officers and directors. No executive officer of the Company is a
party to an employment agreement with the Company.

Board Committees

The Board of Directors has appointed a Compensation Committee, which assists in the
establishment of salaries and incentive compensation for certain senior officers and employees and
the administration and grant of stock options pursuant to the Company's stock option plan. The
Board of Directors has also appointed an Audit Committee, which reviews the results and scope of
the audit and other services provided by the Company's independent public accountants.




NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

9. LEASE COMMITMENTS

The Company has entered into noncancellable operating leases for office space in several locations in
the eastern United States. The leases have termination dates through 2003 and require the payment of
various operating costs including condominium fees. Rental expense related to the leases for the years
ended December 31, 1997, 1996 and 1995 were $732,747, $687,991 and $501,012, respectively.

Minimum lease payments for the next five years and thereafter are as follows:

Year Ended December 31, Capital Leases Operating Leases
1998 $ 1,254,025 $ 683720
1999 1,368,037 630,408
2000 1,230,331 346,209
2001 817,211 87,948
2002 749,174 89,752
Thereafter - 75,055
Total minimum lease payments $ 5,418,778 $ 1,913,092
Less imputed interest 701,403

Present value of minimum lease payments 4,717 375

Less current portion 1,094,324

Long-term capital lease obligations $ 3,623,051

F-14




NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

Property and equipment under capital leases are as follows:

December 31,

1997 199%
Switching equipment $ 3,836,889 $ -
Computer equipment 1,526,572 -
Office equipment - 3,261
5,363,461 3,261
Less accumulated amortization (514,894) (2,670)
$ 4,848 567 $ 591

e _____J

10. UNEARNED CREDITS

In 1993 and 1994, the Company, through special sales promotions offered through AT&T on three-year
service contracts, received cash based on maintaining annual sales commitment levels over a specific
doliar amount. The total amounts received from the AT&T promotions were amortized over the
three-year length of each contract and were fully amortized prior to 1997. Amortization of these
credits included in revenue in 1996 and 1995 was $1,810,003 and $3,347,648, respectively.

11. COMMITMENTS AND CONTINGENCIES

The Company is contingently liable as a guarantor on a bank loan made to the trust from whom the
Company leases office space in Quincy, MA (see Note 2). The outstanding balance of the loan at
December 31, 1997 and 1996 is $1,485,843 and $1,545,853, respectively.

Certain of the Company’s internal computer systems are not Year 2000 compliant. The Company has
been taking actions to correct or replace those systems and expects to successfully implement the
systems and programming changes necessary to address the Year 2000 issues during 1998.

12. MAJOR SUPPLIER

The Company has an agreement with Sprint to provide switching and dedicated voice and data
services. This agreement will expire in 1999. At expiration or any time prior, the Company can renew
all material aspects of the agreement with Sprint. In the event that renewal does not occur, the
Company may be able to negotiate equally beneficial terms with other major telecommunications
companies. Should neither of these alternatives be possible, there could be material adverse
implications for the Company's financial position and operations. Management's experience has been
to renegotiate agreements annually to ensure receiving competitive pricing, and management believes
the Company will be able to continue to renegotiate the agreements. The current agreement was
renegotiated in March 1998.

F-15



NETWORK PLUS, INC.
NOTES TO FINANCIAL STATEMENTS, CONTINUED

13. EMPLOYEE BENEFIT PLAN

The Company sponsors a 401(k) and profit sharing plan (the “Plan”) which is open to all eligible
employees under the Plan’s provisions. The terms of the Plan allow the Company to determine its
annual profit sharing contribution. There were no Company contributions to the Plan in 1997 or 1996.
The Company’s contribution to the Plan in 1995 was $175,000.

F-16



Exhibit 3

Managerial Qualifications




MANAGEMENT

Executive Officers and Directors

The following table provides certain information regarding the executive officers and
directors of the Company.

Name Age Positions

Robert T. Hale 60 Chairman of the Board of Directors

Robert T. Hale, Ir. 31 Chief Executive Officer, President and Director
James J. Crowley 33 Executive Vice President, Secretary and Director
Steven L. Shapiro 40 Treasurer, Chief Financial Officer and Vice

President of Finance

Kevin B. McConnaughey 40 Vice President and General Manager of International
Services

Steven Stanfill 44 Vice President of Network Services

Robert T. Hale is a co-founder of the Company and has served as Chairman of the Board
of the Company since its inception in 1990. Mr. Hale is a founding member of the
Telecommunications Resellers Association and has served as chairman of its Carrier Committee
since 1993 and served as Chairman of its Board from. May 1995 to May 1997. Mr. Hale was
president of Hampshire Imports, the original importer of Laura Ashley Womenswear to the U.S. and
a manufacturer of exclusive women's apparel, from 1968 to present.

Robert T. Hale, Jr., is a co-founder of the Company and has served as Chief Executive
Officer, President, and Director of the Company since its inception in 1990. He was previously
employed by U.S. Telecenters, a sales agent for NYNEX Corporation, from 1989 to 1990, where he
was among the Company's most successful sales representatives. Mr. Hale was a sales representative
at MCI from 1988 to 1989.

James 1. Crowley has served as Executive Vice President of the Company since 1994 and
became a Director in 1998. He was previously an attorney at Hale and Dorr LLP, a Boston law firm,
from 1992 to 1994.

Steven L. Shapiro has served as Treasurer, Chief Financial Officer, and Vice President of
Finance for the Company since July 1997. He served as Vice President and Controller of Grossman's
Inc., a public retailer of building materials, from 1993 to 1997, and as its Assistant Controller from
1986 to 1993. Mr. Shapiro served as a certified public accountant with Arthur Andersen & Co. from
1979 to 1986.



NETWORK PLUS

[ Accoult Number ]

|_Invoice for the Period 06701/97 to 08/30/97 | |__8111ing Date

| I I R

A TAL

ACCOUNT CODE CALLS FROM

DATE TIME NUMBER CALLED PLACE CALLED MINUTES P CHARGE DATE ‘i‘IIE NUMBER CALLED PLACE CALLED MINUTES P CHARGE

T

|

!
1. 6/23 08:55A (603) 876-4514 MARLBOROGH NH N 2.9 D 0.32 | 6/26 10:10A (603) 673-3333 MILFORD NH N 0.80 0.09
2. 6/23 12:56P (603) 889-3030 NASHUA NHN 1,60 0.17 | 6/27 11:42A (603) 673-5511 MILFORD NH N 500 0.55
3. 6/23 03:56P (603) 889-3030 NASHUA NH N 2,10 0.23 | 6/27 01:56P (603) 673-5511 MILFORD NN 38,50 1.04
4. 6/24 08:44A (603) 352-1510 KEENE NHN 1,40 0.15 | 6/27 02:20P (603) 673-5511 MILFORD NH N 2,50 0.27
5. 6/24 03:03P (603) 876-3351 MARLBOROGH N N 1.2 D 0.13 | 6/27 02:24P (408) 286-6537 SAN JOSE CA N 0.8 D 0.09
6. 6/25 03:42P (207) 534-4446 ROCKLAND ME N 3,9 D 0.43 | 6/30 08:25A (603) 673-3333 WMILFORD NH N 0.70 0.08
7. 6/25 03:47P (603) 352-8855 KEENE NH N 3,90 0.43 | 6/30 08:27A (603) 352-1510 KEENE NH N 1.8 0 0.20
2 €:28 T1i62P 1503, 352-6855 KEENE NH N 1.7 0 0.18 ! 6/30 10:22A (603) 626-4400 MANCHESTER NW N (.5 O 0.27

3. 6/26 09:36A (603) 357-1896 KEENE NH N 7.680 0.83 |
TOTAL FOR CALLS FROM 17 CALLS 48.0 $5.27

ACCOUNT CODE CALLS FROM

DATE TIME NUMBER CALLED PLACE CALLED MINUTES P CHARGE OATE TIME NUMBER CALLED PLACE CALLED MWINUTES P CHARGE

10. 6/30 04:10P (704) 792-9594 CONCORD NCN 1,40 Q.15

} — 4 —

TOTAL FOR CALLS FROW

1 CALL 1.4 $.18
ACCOUNT CODE CALLS FROM
DATE TIME NUMBER CALLED PLACE CALLED WMINUTES P CMARGE | DATE TIME NUMBER CALLED PLACE CALLED MINUTES P CHARGE
t

11. 6/27 01:57P (603) 672-4978 MILFORD NN 0,70 0.08 | 6/30 10:31A (603) 888-0550 NASHUA NHN 8,80 0.96
12, 6/27 02:18P (203) 744-4372 DANBURY CTN 0.50 0.05 | 6/30 10:56A (617) 762-7200 NORWOOD MA N- Q.80 0.09
13. 6/27 03:17P (508) 555-1212 DIR ASST MA N 1.0 0.75 | 6/30 11:01A (508) 528-1111 FRANKLIN MA N 1,10 0.12
14, 6/27 04:29P (603) 673-4000 MILFORD NN 060 0.07 | 6/30 11:03A (817) 762-7200 NORWOOD MAN 13D 0.14
15. 6/28 09:11A (603) 673-4000 MILFORD NN 21E 0.23 | 6/30 11:27A (401) 483-7500 PROVIDENCE RI N 3.8 D 0.41
16. 6/28 10:07A (603) 882-1571 NASHUA NHN 16E 0.17 | 6/30 11:32A (817) 935-2000 WOBURN MAN 0.70 0.08
17. 6/28 11:52A (603) 672-4978 MILFORD NN O0S5E 0.05 | 6/730 02:19P (508) 635-9200 ACTON MAN 22D 0.24
18. 6/28 0Q1:53P (603) 666-38642 MANCHESTER N N 1.0 E 0.11 | 6/30 02:31P (212) 555-1212 DIR ASST NY N 1.00 0.78
19. 6/28 03:01P (602) 423-5108 SCOTTSDALE AZ N 1.3 E 0.14 | 6/30 03:29P (212) 5§55-1212 DIR ASST NY N 3,00 0.7%
20. 6/28 03:05P (603) 429-8474 MERRIMACK NH N 0.5 E 0.05 | 6/30 04:19° (603) 672-4978 MILFORD NN 050 0.0§
TOTAL FOR CALLS FROM 20 CALLS 33.0 $5.29
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VERIFICATION
I, JAMES J. CROWLEY, being first duly sworn, declare that I am the Executive Vice
President of Network Plus, Inc., the Petitioner in this subject proceeding, and that I am authorized
to make this Verification on behalf of Petitioner; that I have read the foregoing Petition and know

the contents thereof; and that the same are true and correct to the best of my knowledge, information,

and belief.
es Hey, Execun Vlce President
Zéetwork Plus, IAc.
J
SUBSCRIBED AND SWORN TO before me, this __ day of - - 1998.
Vo I / // // /"
ji { "/ -~
Notary Public

My Ccmmission Expires April 28, 2000
My Commission expires:




